BILL ANALYSIS

H.B. 2

By: Cavazos

Economic Development
6-10-91

Enrolled

BACKGROUND

The $27 billion-a-year insurance industry in Texas is experiencing
critical problems. Homeowners, motorists, and families needing
medical protection have seen their rates rise, while coverage and
accessibility decrease. Warnings issued by a grand Jjury investi-
gation and by the state auditor's office have stated that $3
billion of all premiums were "at risk" because of the weak finan-
cial condition of many insurers. The lack of comprehensive regqu-
lat:ion and enforcement is often cited as the reason for fraud and
ingolvency in the insurance industry.

The responsibility for regulating the insurance industry belongs to
individual states; no comprehensive federal regulatory system ex-
ists. In Texas, the State Board of Insurance. (board) currently is
responsible for insurance regulation, setting rates for automobile,
pronerty, title, and workers' compensation insurance; however, in-
surance policies held by Lloyds or county mutual subsidiaries are
not regulated by the board. The board does not set rates for life,
health, or accident insurance but does approve policy forms.

PURPOSE

As proposed, H.B. 2 provides for the regulation of the insurance

industry by the State Board of Insurance, the Texas Department of
Insuirance, and the Commissioner of the Department of Insurance.
Prov:des for the creation of the Office of Public Insurance Counsel
to represent consumers. Provides for punishment for certain crimi-
nal cffenses relating to the business of insurance, and creates
certain offenses. Provides for motor vehicle financial responsi-
bility.

RULEMAKING AUTHORITY

It is the committee's opinion that rulemaking authority is granted
to the State Board of Insurance under the following sections:

SECTION 1.02, Article 1.10C, Subsection (c)
SECTION 2.01, Article 5.101, Section 3, Subsections (g) & (3);
SECTION 2.07, Article 5.07-1, Subsection (b);
SECTION 3.02, Article 5.75-1, Subsection (n):
SECTION 3.03, Article 21.07-7, Section 3, Subsections (j) &
(k), and Section 11;
SECTION 5.02, Article 21.49-2B, Section 12
Article 21.49-2C, Subsection (g), and
4 Article 21.11, Section 1(f);
SECTION 7.02, Article 2.02, Subsection (b), and
Article 2.20, Subsection (4);
SEZCTION 7.05, Article 3.02, Section 2A(a);
SECTION 11.03, Article 21.56, Subsection (4);
SECTION 11.11, Article 21.28-A, Section 1;
SECTION 11.15, Article 1.14A, Subsection (d);
SECTION 11.24, Article 21.71, Subsection (4d);
SECTION 11.30, Article 21.21-5, Subsection (b);
SECTION 11.35, Article 21.49, Section 8A(c);
SECTION 11.42, Article 21.49, Section 5(c);
SECTION 11.85, Article
SECTION 11.88, Article 9.57, Subsection (d); and
SECTION 13.12.
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SECTION BY SECTION ANALYSIS

ARTICLE 1. TEXAS DEPARTMENT OF INSURANCE

SECTION 1.01. Amends Chapter 1, Insurance Code, by adding Article
1.01A, as follows:

Art. 1.01A. CREATION AND STRUCTURE OF THE TEXAS DEPARTMENT OF
INSURANCE. (a) Defines "board," "department," and "commis-
sioner."

(b) Provides for the creation of the Texas Department of
Insurance (department) to regulate the business of insur-
ance 1in this state. Provides that the department is com-
posed of the State Board of 1Insurance (board), the
commissioner of insurance (commissioner), and other offi-
cers and employees.

(c) Provides that all references in this code and other
statutes of this state to the Board of Insurance Commis-
sioners, the State Board of Insurance, of individual com-
missioners mean the department, the board, or the
commissioner.

SECYTION 1.02. Amends Chapter 1, Insurance Code, by amending Arti-
cle¢ 1.02, 1.04, 1.06, 1.06B, 1.09, 1.09-1, 1.09-3, and 1.33A7, and
adding Articles 1.09-5 and 1.10C, as follows:

Art. 1.02. New title: OPERATION OF DEPARTMENT; BOARD. (a)
Makes conforming changes.

(b) Requires all powers, functions, authority, preroga-
tives, duties, obligations, and responsibilities to be ex-
ercised, performed, and administered by the commissioner as
the chief executive and administrative officer of the de-
partment. Provides that the duties of the board are prima-
rily supervisory, and that the insurance laws and other
laws of this state providing jurisdiction in or applicable
to the department or the commissioner are primarily the
duty and responsibility of the commissioner.

(c) Requires the governor, on February 10th of each odd-
numbered year, to appoint a chairman from the membership of

the board.

(d) Redesignates Subsection (f), and makes a conforming
change.

(e) Redesignates Subsection (g). Requires the governor, in

making appointments wunder this section, to attempt to ap-
point members of different minority groups.

(f)-(i) Redesignate the subsections and make conforming
changes.

Art. 1.04. DUTIES AND ORGANIZATION OF THE STATE BOARD OF IN-
SURANCE. (a) Requires the board to act as a unit. Provides
tkat a majority vote is necessary to transact business, and
requires the board to maintain an official set of records of
its actions. ' '

(b) Requires the board to determine policy for the depart-
ment, rules, rates, forms, and appeals as provided by law,
but requires it to otherwise execute its duties through the
commissioner.

(c)-(d) Make conforming changes.

(f) Provides for petitions in the district court of Travis
County, and not elsewhere, against the board as defendant
Jy any insurance company or other party at interest that is
dissatisfied with any ruling, action, decision, regulation,
order, rate, rule, form, act, or administrative ruling
adopted by the board. Provides that Jjudicial review is
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subject to the substantial evidence rule and subject to the
Administrative Procedure and Texas Register Act. Provides
that the filing of a petition for judicial review does not
vacate a decision of the board. Makes conforming changes.
Deletes language relating to trial de novo.

(g) Makes conforming changes.

(h) Requires the department to establish a program to re-
solve policy holder complaints. ~

Art. 1.06., INELIGIBILITY. (a) Provides that certain persons
are ineligible to be appointed to or to accept any office un-
der the board or the commissioner.

(b) Prohibits certain persons from being an employee of the
department.

Art. 1.06B. LOBBYING ACTIVITIES. Makes a conforming change.
Substitutes "department" for "board."

Art. 1.09. New title: COMMISSIONER OF THE TEXAS DEPARTMENT
OF INSURANCE. (a) Requires the board to appoint a commis-
sioner of insurance to be the department's chief executive and
administrative officer. = Requires the commissioner to carry
out the insurance laws of this state and other laws, providing
jurisdiction in or applicable to the department or commis-
sioner under the general supervision and direction of the
board.

(b) Deletes certain eligibility requirements for the com-
missioner.

(c)-(e) Redesignate subsections, make conforming changes,
and substitute "commissioner" for "commissioner of insur-
ance."

(f) Redesignates Subsection (g) in the existing text. Re-
guires the commissioner to appoint personnel necessary to
carry out the duties and functions of the department under
the Insurance Code, other insurance laws of this state, and
other laws applicable to the department or the commis-~
sioner.

(g)-(h) Redesignate subsections and make  conforming
changes. '

Art. 1.09-1. REPRESENTED BY THE ATTORNEY GENERAL. (a)-(b)
Make conforming changes.

Art. 1.09-3. CERTAIN ACTS SHALL BE UNLAWFUL. Makes conform-
ing changes. Provides that employees of the board are subject
t¢ any other laws regulating the ethical conduct of state of-
ficers and employees.

Art, 1.09—5. DEPARTMENT EMPLOYEE IN PROCEEDINGS TO SET RATES.
(a) Prohibits an employee of the department, except as pro-
vided by Subsection (c) of this section, from appearing as a
party, presenting evidence, or questioning witnesses in any
proceeding before the board or its designated hearings officer
in which insurance rates are set under this code.

(b) Provides that this article does not prohibit access by
an employee of the department to any data collected by or
submitted to the department.

(c) 'Sets forth conditions under which an employee of the
department may appear before the board or its designated
hearings officer.

Art. 1.10C. ACCESS TO CERTAIN CRIMINAL HISTORY RECORD INFOR-

MATION. (a) Provides that the department, for good cause, 1is
entitled to obtain criminal history record information to in-
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vestigate an applicant for a license as an insurance agent or
a corporate officer of an insurance company.

(b) Allows the department to use information obtained under
this section only to ascertain the eligibility of an inves-
tigated person to engage in the business of insurance in
this state. ~

(c) Requires the board to adopt a uniform method of obtain-
ing criminal history record information, and to adopt rules
governing the obtaining, custody, and use of information
obtained under this section.

(d) Allows the department to require a person being inves-
tigated to submit to the Department of Public Safety or to
another law enforcement agency a complete set of
fingerprints. Authorizes the department to submit the
fingerprints to the FBI if relevant information is not ob-
tained at the state or local law enforcement agency level.

(e) Allows the department to deny a license to an applicant
for a license as an insurance agent who fails to provide a
complete set of flngerprlnts on request and to deny a cer-
tificate of authority to an insurance company whose corpo-
rate officers fail to provide complete sets of fingerprints
on request.

(f) Provides that information obtained under this section
is confidential, and authorizes its release only on court
order or written consent of the person being investigated..

(g) Requires the department, after issuing the license or
certificate of authority, to seal the criminal history re-
cord information and deliver it to the custody of the com-
missioner or the commissioner's designee. Requires the
information to be maintained as provided by board rule.

(h) Provides that a person commits a Class A misdemeanor by
disclosing any information recelved under this section, ex-
cept as provided.

Art. 1.33A. APPLICATION OF ADMINISTRATIVE PROCEDURE AND OPEN
MEETINGS LAWS. Provides that the department and the board are
subject to the open meetings law, instead of the State Board
¢f Insurance. Makes conforming changes.

SECTION 1.03. Amends Article 1.03(a), Insurance Code, to require
the governor to appoint a member of the board each odd-numbered
year. Deletes outdated information.

SECTIOM 1.04. Amends Article 1.06A(a), Insurance Code, to make
conforring changes.

SECTIOK 1.05. Amends Chapter 1, Insurance Code, by adding Articles
1.06C and 1.06D, as follows: :

Ar-. 1.06C. PROHIBITED REPRESENTATION." (a) Prohibits a per-
son  serving as a member of the board, commissioner, general
counsel, public counsel, or head of a department division from
representing any person in a proceeding before the department
or from receiving compensation for services rendered on behalf
of any person regarding a matter pending before the depart-
ment, for a period of two years after the date the person
ceases to be a board member, commissioner, general counsel,
public counsel, or division head.

'b) Prohibits certain employees of the department from re-
presenting any person in matters before the department for
¢ period of two years after the employee terminates employ-
ment with the department. Provides that this subsection
applies to a state employee who is exempt from the state's
position classification plan, but not to an employee com-
pensated at less than salary group 17, step 1.
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(c) Prohibits a former board member, a former commissioner,
a former general counsel, a former public counsel, or for-
mer head of a department division, or a former employee de-
scribed by Subsection (b) from representing any person or
receiving compensation for services rendered on behalf of
any person regarding a case or matter with which the former
member, commissioner, general counsel, public counsel, di-
vision head or employee was directly concerned during the
period of employment or service. '

(d) Provides that a former member or employee or a former
commissioner, general counsel, or public counsel commits a
Class A misdemeanor by violating this section.

Art. 1.06D. REGISTRATION OF PERSONS REPRESENTING CLIENTS BE-
FORE BOARD. Requires a person to register with the Secretary
of State if the person represents a client before the board,
or any board, committee, or other body appointed by the board,
more than twice during any calendar year.

SECTION 1.06. Amends Section 7(a), Article 1.10, Insurance Code,
as <ollows:

(a) Provides for monetary sanctions not to exceed $25,000.

SECTION 1.07. (a) Amends Section 4(d), Article 1.10A, Insurance
Code, to provide that after a hearing, if the commissioner deter-
mines that a cease and desist order has been violated, the commis-
sioner may impose a civil penalty of $25,000 for each violation.

(b) Repealer: Article 1.10A, Insurance Code, as added by Sec-
tion 1, Chapter 1026, Acts of the 71st Legislature, Regular
Session, 1989,

SECTION 1.08. Amends Articles 1.35A and 1.35B, Insurance Code, as
follows:

hrt, 1.35A. New title: OFFICE OF PUBLIC INSURANCE COUNSEL.
(a) Provides that the independent office of public insurance
counsel represents the interests of insurance consumers in
Texas. ' '

(b) Requires the governor to appoint a public counsel to
serve as the executive director of the office of public in-
surance counsel.

(c) and (e) Make conforming changes.

(f) Prohibits a person serving as the public counsel, for a
period of two years after the date the person ceases to be
public counsel, to represent any person in a proceeding be-
fore the board or receive compensation for services ren-
dered to a person in a case before the board.

(g) Allows the public counsel to assess the impact of in-
surance rates, rules, and forms on insurance consumers.

‘h) (1) Authorizes the public counsel to appear or intervene
ii1s a party in matters involving rates, rules, and forms af-
fecting property and casualty insurance, title insurance,
life, health, and accident insurance, and matters involving
withdrawal of approval of policy forms under Article
3.42(f) and 5.42(g) of this code if the public counsel de-
termines that such forms do not comply with this code or
any valid rule relating thereto duly adopted by the State
Board of Insurance, or is otherwise contrary to law.

(2) Authorizes the public counsel to initiate or inter-
vene as a matter of right or otherwise appear in a judi-
cial proceeding involving or arising out of any action
-aken by an administrative agency in a proceeding in
which the public counsel appeared under the authority
granted by this article.
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(3) Makes a conforming change.

(5) Authorizes the public counsel to recommend to the
legislature legislation that would affect positively the
interests of insurance consumers.

(6) Authorizes the public counsel to appear or intervene
on behalf of insurance consumers as a class in all pro-
ceedings in which the counsel determines that consumers
need representation, with exceptions.

(7) Requires the public counsel to submit to the depart-
ment for adoption a consumer bill of rights. Requires a
copy of the bill of rights to be distributed upon the is-
suance of a policy by insurers to each policyholder under
rules adopted by the department.

(i) Prohibits the public counsel from intervening in
hearings before the board or commissioner relating to ap-
proval of charters, licenses, acquisitions, mergers, exam-
inations, proceedings concerning the solvency of individual
insurers after a receiver is appointed, or other matters
affecting individual insurer or ‘agent licenses. Provides
that the confidentiality requirements applicable to exam-
ination reports under Article 1.18 of this code and to the
commissioner under Article 21.28, -Section 3(A) of this
code, apply to the public counsel.

(j) Provides that any order of the board setting a rate un-
der this code and that is appealed, remains in effect dur-
ing the pendency of the appeal.

(k) Provides that the office of public insurance counsel is
subject to the Sunset Act, and is abolished September 1,
1993, unless continued.

Art. 135B. New title: ASSESSMENT FOR THE OFFICE OF PUBLIC
INSURANCE COUNSEL. (a) Requires the board to collect certain
assessments to defray the costs of creating, administering,
and operating the office of public insurance counsel.

(b)~-(d) Make conforming changes.

SECTION 1.09. Amends Section 10, Article 3.70-10, Insurance Code,
to make conforming changes and add the commissioner to the pro-
visions of this section. Deletes trial de novo provisions.

SECTION 1.10. Amends Section 21, Article 17.25, Insurance Code, to
provide for appeal to the district court of Travis County of any
order ¢r ruling of the board. Requires the action to be tried and
determined according to Article 1.04 of this code.

SECTION 1.11. Amends Section 23(c), Article 20A.23, Insurance
Code, to authorize any person who is dissatisfied with a rule, rul-
ing, or decision of the board to have the action reviewed by a dis-
trict court in Travis County and not elsewhere. Provides that the
action takes precedence over all other causes on the docket and
provides for an appeal to be tried as provided by Article 1.04.
Deletes the requirement that an appeal be taken to a district court
in Travis County.

SECTION ...12. Amends Section 6A(f), Article 21.49, Insurance Code,
to add a county commissioner or county judge to the membership of
the advicory committee. Requires that the member who is a regis-
tered professional engineer be also a resident of the catastrophic
area. Deletes language providing that notice to the board's advi-
sory committee of the adoption of certain changes is not necessary
for emergency actions.

SECTION 1.13. Amends Section 9, Article 21.49, Insurance Code, to
substitute "commissioner" for "board" throughout the section.
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SECTION '1.14. Amends Section 7(b), Article 21.49-3, Insurance
Code, to make conforming changes and substitute "commissioner" for
"board."

SECTION 1.15. Amends Chapter 1, Insurance Code, by adding Article
+..178, as follows:

Art. 1.17A. LEGISLATIVE INTENT AS TO APPOINTMENT OR EMPLOY-
MENT OF EXAMINERS AND ACTUARIES. Sets forth legislative in-
tent and a legislative pledge.

ARTICLE 2. RATES AND FORMS

SIICTION 2.01. Amends Chapter 5, Insurance Code, by adding Subchap-
ter M, as follows: ‘

SUBCHAPTER M. FLEXIBLE RATING PROGRAM FOR CERTAIN
INSURANCE LINES

Art. 5.101. FLEXIBLE RATING PROGRAM FOR CERTAIN INSURANCE
LINES

Sec. 1. PURPOSE; EXPIRATION DATE. Creates the pilot program
on flexible rating, to help stabilize the rates charged for
insurance in certain property and casualty lines. Provides
that the article expires December 31, 1995.

Sec. 2. DEFINITIONS. Defines "benchmark rate," ‘"classifica-
tion," "flexibility band," "line," "rate," and "statutory rate
limitation."

Sec. 3. OPERATION OF FLEXIBLE RATING PLAN, (a) Provides that
under the flexible rating plan prescribed by this article,
rates used by insurers in writing property or casualty insur-
ance for lines subject to this article are determined through
the application of flexibility bands to a benchmark rate and
are implemented on a file and use basis.

(b) Requires the board to promulgate a benchmark rate and a
flexibility band for each line subject to this article af-
ter notice and hearing pursuant to Article 6252-13a. Out-
lines procedures.

(c) Provides that each initial flexibility band is based on
a benchmark rate promulgated by the board. Requires the
board to conduct hearings to determine the benchmark rates
and flexibility bands by line, on or before July 1, 1992,
and annually thereafter. Sets forth hearings procedures.

(d) Authorizes an insurer to use any rate within the appli-
cable range without prior board approval. Sets forth pro-
cedures.

(e} Prohibits an insurer from using a rate outside the up-
per and lower limits of the flexibility band without the
prior approval of the board. Outlines procedures for fil-
ing. '

(f) Provides for statutory rate limitations.

(g) Requires the board by rule to adopt a rating manual of
classifications and territories for each line subject to
Subchapter M and to spread the benchmark rate among those
classifications and territories. Outlines guidelines.

(h) Sets forth what "disallowed expenses" include.
‘1) Authorizes an insurer to change a rate adopted under
Subsection (d) on a file and use basis not more than twice

during a 12-month period. Provides that additional changes
require prior approval of the board.
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Art. 5.06. POLICY FORMS AND ENDORSEMENTS. (1) Requires the
board to adopt a policy form and endorsement for each type of
motor vehicle insurance subject to this subchapter. Provides
for standards of coverage.

(2) Requires an insurer to use the form adopted by the
board with exceptions. Deletes language.

(3) Allows the board to approve use of certain policy
forms. :

(4) Allows the insurer to use an endorsement to the policy
form, if approved by the board.

(5) Redesignates and makes conforming changes.
(6) Redesignates the subsection.

(7) Requires plain language on the policy form, and estab-
lishes tests for the same.

(8) Allows the board to withdraw its approval of a policy
or endorsement form at any time, after notice and hearing.

SECTION 2.08. Amends Section. (2), Article 5.06-1, Insurance Code,
as follows:

(2) (c) Deletes provision authorizing the board to promulgate
certain forms.

(d) Provides for inclusion of certain items in portions of

the policy form adopted under Article 5.06 of this code.

SECTIODN 2.09. Amends Subsection (f), Article 5.06-3, Insurance
Code, as follows:

') Provides that this article applies only to motor vehicle
insurance policies subject to this subchapter.

SECTION 2.10. Amends Article 5.06-5, Insurance Code, to redesig-
nate it as Article 5.06-6 and make conforming changes.

SECTION 2.11. Amends Chapter 5A, Insurance Code, by adding Section
5.07-1, as follows:

Art. 5.07-1. DISCLOSURE OF CONSUMER INFORMATION. (a) Prohib-
its an insurer from in any way limiting its coverage under a
policy covering damage to a motor vehicle, except as provided
by rules duly promulgated by the board. .

(b) Requires any rules promulgated by the board to imple-
ment this article to include certain requirements.

SECTION 2.12. BAmends Article 5.09, Insurance Code, as follows:

Art, 5.09. DISCRIMINATIONS OR DISTINCTIONS. (a) Creates this
subsection from the existing text.

'b) Provides that motor vehicle rates are determined by
Subchapter M, on or after September 1, 1992. Provides that
this subsection expires December 31, 1995,

SECTION 2.13. Amends Article 5.10, Insurance Code, as follows:

Art. 5.10. RULES AND REGULATIONS. Deletes language giving
the board control over certain agencies.

SECTION 2.14.  Amends Article 5.11, Insurance Code, as follows:

Art. 5.11. HEARING ON GRIEVANCES. (a)-(b) Creates these sub-
sections from the existing text.
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(c) Provides that rates for vehicles are determined by Sub-
chapter M, on and after September 1, 1992. Provides that
this subsection expires December 31, 1995.

ECTION 2.15. Amends Chapter 5B, Insurance Code, by adding Article
5.13-2, as follows: :

Art. 5.13-2. RATES FOR GENERAL LIABILITY AND COMMERCIAL-PROP-
ERTY INSURANCE COVERAGE

Sec. 1. PURPOSE; EXPIRATION DATE. (a) Sets forth the pur-
poses of this article.

(b) Provides that this article expires December 31, 1995.
Sec. 2. SCOPE. Provides the application of this article.

Sec. 3. DEFINITIONS. Defines "filer," "insurer," "prospec-
tive 1loss costs," "rate," "supplementary rating information,"
and "supporting information."

Sec. 4. RATE STANDARDS. (a) Requires rates to be made under
this section.

(b) Lists considerations to be made by an insurer in set-
ting rates. ‘

(c) Provides for the grouping of risks by classifications.

(d) Prohibits rates from being excessive, inadequate, un-
fairly discriminatory, or unreasonable.

(e) Requires an insurer to use available premium, loss,
claim, and exposure information to the full extent of the
actuarial credibility of that information in setting rates
applicable solely to policyholders. Provides for the use
of experience from outside the state.

3ec. 5. RATE FILINGS; LEGISLATIVE REPORT. (a) Requires the
filing of certain information. :

(b) Provides for a hearing and determination that an insur-
er's rates require supervision.

(c) Provides procedures for an insured that is aggrieved.

(d) Reguires the board to issue an order épecifying defects
of the filing.

(e) Requires quarterly filings with the board. Provides
for the board to also report to designated persons.

Sec. 6. PUBLIC INFORMATION. . Allows public inspection of
filings.
Sec. 7. DISAPPROVAL. (a) Allows the board to disapprove a

ra=e under specific circumstances.

(b) Requires the board to issue an ordef specifying defects
in filing.

(c) Allows the board to issue a disapproval order after a
hearing. Specifies procedures and time limits.

Sec. 8. FORMS. (a) Requires forms to be filed with and ap-
proved by the board. :

{b) Sets time for filing and use of forms.

(c) Requires a board order disapproving a form to state
grounds for the disapproval.
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(d) Prohibits an insurer from using in this state any form
after disapproval of the form or withdrawal of approval by
the board.

(e) Allows the board to promulgate standard insurance pol-
icy forms, endorsements, and other related forms that may
be used by insurers instead of their own forms.

Sec. 9. BOARD AUTHORITY. Authorizes the board to issue an
order and to thereafter rely upon Subchapters A-L of this
chapter in regulation of property and casualty insurance, if
the board determines that the implementation of this article
is contrary to the public interest and has resulted or may re-
sult in imminent peril to the insurance consumers of this
state. :

Sec. 10. ADMINISTRATIVE PROCEDURE AND TEXAS REGISTER ACT AP-

PLICABLE. Provides that the provisions of the Administrative
Procedures Act apply to all rate hearings conducted under this
article. ,

SECTION 2.16. Amends Article 5.14, Insurance Code, as follows:

Art. 5.14., MAKING OF RATES. (a) Creates this subsection from
existing text.

(b) Provides that rates for general liability and commer-
cial property insurance are determined by Article 5.13-2 on
and after September 1, 1992. Provides that this subsection
expires on December 31, 1995,

SECTION 2.17. Amends Article 5.15, Insurance Code, as follows:
Art. 5.15. FILING OF RATES AND RATING INFORMATION; APPROVAL.

(b) Deletes language regarding licensed rating organiza-
tions. Redesignates Subsection (c¢) in the existing text.

(c)-(g) Redesignates subsections.

(h) ‘Provides that rates for general liability and commer-
cial property insurance are determined, and hearings for
those rates conducted, as provided by Article 5.13-2, on
and after September 1, 1992. Provides that this subsection
expires December 31, 1995.

SECTION 2.17A. Amends Section 1, Article 5069-6.04, V.T.C.S., to
provide that a seller or holder of a retail installment contract or
retail charge agreement may request or allow a buyer to provide
credit involuntary unemployment insurance. Makes conforming
changes.

SECTION 2.17B. Amends Article 5069-6.04, V.T.C.S., by adding Sec-
tion (31), to authorize a retail seller to include any type of in-
surance premium in the billing of its accounts so long as no charge
is made and no premium is charged under any retail credit agreement
when there is no monthly balance or when balances are paid in full.

SECTION 2.17C. Amends Chapter 21, Insurance Code, by adding Arti-
cle 21.79E, as follows:

Artic¢le 21.79E. CREDIT INVOLUNTARY UNEMPLOYMENT INSURANCE.

(a) Authorizes any insurer authorized to write any form of
casualty insurance in this state to also write group or indi-
vidual credit involuntary unemployment insurance indemnifying
a debtor for installment or other periodic payments on the
indehtedness while the debtor is involuntarily unemployed.
Provides that such insurance may be written alone or in con-
"junction with credit 1life insurance, credit accident and
health insurance, or both, in policies issued by any author-
ized insurer, but not in contravention of the Texas Free En-
terprise and Antitrust Act of 1983. Provides that rates and
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forms for such insurance may be made and filed in accordance
with Articles 5.14 and 5.15 of this code.

SECTION 2.17D. Amends Section 4A, Article 5.15-1, Insurance Code,
to make conforming changes.

SBCTION 2.18. Amends Article 5.18, Insurance Code, as follows:

Art. 5.18. INFORMATION TO BE FURNISHED INSUREDS; HEARINGS AND
APPEALS OF INSUREDS. (a) Requires insurers subject to this
chapter to furnish the rate used by the insurer to a person
requesting such information.

(b) Requires the insurer to provide an aggrieved person an
opportunity for review of how the rating system has been
applied.

SECTION 2.19. BAmends Subsections (a) and (c), Article 5.19, Insur-
ance Code, as follows:

(a) Makes conforming changes.

(c) Deletes rating organizations from the provisions of this
subsection.

SEC'ION 2.20. Amends Article 5.20, Insurance. Code, as follows:

Art. 5.20. REBATES PROHIBITED. (a) Creates this subsection
from existing language. Changes language referring to rating
plans, from "approved by the board" to "authorized under this
subchapter."

(b) Creates this subsection from existing language.
SECTION 2.21. Amends Article 5.21, Insurance Code, as follows:

Art. 5.21. FALSE OR MISLEADING INFORMATION. Replaces "rating
organization" with "other entity." Provides that an insurer
or agent who knowingly misrepresents the actual or replacement
value of real or personal property. for the purpose of achiev-
ing an unfair competitive rate advantage commits an offense.

SECTICN 2.22. Amends Article 5.22, Insurance Code, as follows:

Art. 5.22. PENALTIES. (a) Creates this subsection and allows
the board to suspend the license of any advisory organization
licensed under Art. 5.73. Applies the provisions of this ar-
t;.cle to agents, as well as insurers.

(b) Creates this subsection from existing text.
SECTION 2.23. Amends Article 5.25, Insurance Code, as follows:

Art. 5.25. BOARD SHALL FIX RATES. (a) Creates this sub-
section from existing text.

(b) Provides that rates for homeowners and farm .and ranch
owner's insurance and residential fire and residential al-
lied 1lines coverage are determined by Subchapter M, on and
after September 1, 1992, Provides that rates for other
lines subject to this subchapter are provided by Article
5.13-2. Provides that this subsection expires December 31,
1995,

SECTION 2.24. Amends Article 5.25A, Insurance Code, as follows:

Art. 5.25A. RATES APPLICABLE TO CERTAIN LOCATIONS. (a) Cre-
ates this subsection from existing text.

(b) Provides that rates for homeowners and farm and ranch
-owner's insurance and residential fire and residential al-
lied 1lines coverage are determined by Subchapter M, on and
after September 1, 1992, Provides that rates for other
lines subject to this subchapter are provided by Article
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5.13-2. Provides that this subsection expires on December
31, 1995.

STCTION 2.25. Amends Sections 1, 2, 5, and 6, Article 5.25-2, In-
surance Code, as follows:

Sec. 1. Redefines "list."

Sec. 2. (a) Requires the board to compile a list of the in-
sured fire losses paid under policy forms adopted or approved
by the board under Art. 5.35.

(b) Sets forth information this list must include.

Sec. 5. Deletes "standard policy" and replaces language re-
quiring the board to make certain changes to correct the list
of losses paid under policy forms adopted or approved by the
board.

Sec. 6. Reguires the board to set and collect a charge for a
list of losses paid under policy forms adopted or approved by
the board under Article 5.35 of this subchapter.

SECTION 2.26. Amends Article 5.26(d), Insurance Code, and adds
Subsection (i), as follows:

(d) Deletes the reference to rating organizations. Provides
that all deviations from maximum rates shall be governed by
this article.

(i) Provides that rates for homeowners and farm and ranch own-
er's insurance coverage are determined by Subchapter M, on and
after September 1, 1992. Provides that rates for other 1lines
subject to this subchapter are provided by Article 5.13-2.
Provides that this subsection expires on December 31, 1995.

SECTION 2.27. Amends Article 5.28, Insurance Code, as follows:

Art. 5.28. STATEMENTS AND BOOKS. (a)-(c) Create . subsections
rom existing text.

(d) Provides that rates for homeowners and farm and ranch
owner's insurance and residential fire and residential al-
lied 1lines coverage are determined by Subchapter M, on and
after September 1, 1992. Provides that rates for other
lines subject to this subchapter are provided by Article
5.13~2. Provides that this subsection expires on December
31, 1995.

'SECTION 2.28. Amends Article 5.29, as follows:

Art. 5.29. SCHEDULE AND REPORT. (a) Creates this subsection
from existing text.

(b) Provides that rates for homeowners and farm and ranch
owner's insurance and residential fire and residential al-
lied lines coverage are determined as provided by Subchap-
ter M, on and after September 1, 1992. Provides that rates
for other lines subject to this subchapter are provided by
Article 5.13-2. Provides that this subsection expires on
December 31, 1995.

SECTION 2.29. 2Amends Article 5.30, Insurance Code, as follows:

Art. 5.30. ANALYSIS OF RATE. (a) Creates this subsection.
{(b) Provides that rates for homeowners and farm and ranch
cwner's insurance coverage are determined by Subchapter M,
on and after September 1, 1992. Provides that rates for
other lines subject to this subchapter are provided by Ar-
ticle 5.13-2. Provides that this subsection expires on De-
cember 31, 1995.

SECTION 2.30. Amends Article 5.31, Insurance Code, as follows:
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Art. 5.31. CHANGE OR LIMIT OF RATE. (a) Creates this sub-
section from existing text.

(b) Provides that rates for homeowners and farm and ranch
owner's insurance and residential fire and residential al-
lied lines coverage are determined by Subchapter M, on and
after September 1, 1992. Provides that rates for other
lines subject to this subchapter are provided by Article
5.13-2, Provides that this subsection expires on December
31, 1995.

SECTION 2.31. Amends Article 5.32, Insurance Code, as follows:

Art. 5.32. PETITION FOR CHANGE. (a) Creates this subsection
from existing text.

(b) Provides that rates for homeowners and farm and ranch
owner's insurance and residential fire and residential al-
lied 1lines coverage are determined by Subchapter M, on and
after September 1, 1992. Provides that rates for other
lines subject to this subchapter are provided by Article
5.13-2. Provides that this subsection expires on December
31, 1995.

SECTTION 2.32. Amends Article 5.34, Insurance Code, as follows:

Art. 5.34. REVISED RATES. (a) Creates this subsection from
existing text.

(b) Provides that rates for homeowners and farm and ranch own-
er's insurance and residential fire and residential allied
lines coverage are determined by Subchapter M, on and after
September 1, 1992. Provides that rates for other 1lines sub-
ject to this subchapter are provided by Article 5.13-2. Pro-
vides that this subsection expires on December 31, 1995.

SECTION 2.33. Amends Article 5.35, Insurance Code, as follows:

Art. 5.35. New title: POLICY FORMS. (a) Creates this sub-
section. Requires the board to adopt policy forms and
endorsements for each kind of insurance subject to this sub-
c¢hapter. Excepts lines regulated under Article 5.13-2. De-

letes language regarding policies of insurance. Provides that
coverage under policy forms and endorsements adopted under
this subsection is the minimum coverage allowed.

(b) Requires the use of forms adopted by the board with ex-
ceptions.

(c) Deems certain described contracts void.

(d) Allows the board to approve use of policy forms adopted
by certaln named organizations with conditions.

(e) Allows the insurer to use an endorsement if board ap-
proved. Prohibits the endorsement from reduc1ng coverage,
with exceptions. :

(f) Requires policy forms to be in plain language. Sets
tests for plain language.

(g) Allows the board to withdraw its approval of a policy
or endorsement form at any time, after notice and hearing.

SECTION 2.34. Amends Article 5.39, Insurance Code, as follows:

Art. 5.39. COMPLAINT OF RATES OR ORDERS. (a) Creates this
subsection from existing text.

(b) Provides that rates for homeowners and farm and ranch
owner's insurance and residential fire and residential al-
lied lines coverage, and hearings related to those rates,
are determined by Subchapter M, on and after September 1,

H.B. 2 PAGF 14




1992, Provides that rates for other lines subject to this
subchapter are provided by Article 5.13-2. Provides that
this subsection expires on December 31, 1995,

SECTION 2.35. Amends Article 5.40, Insurance Code, as follows:

Art. 5.40. HEARING OF PROTESTS. (a)-(c) Create subsections
from existing text.

(d) Provides that rates for homeowners and farm and ranch
owner's insurance and residential fire and residential al-
lied lines coverage, and hearings relating to those rates,
are determined by Subchapter M, on and after September 1,
1992, Provides that rates for other lines subject to this
subchapter are provided by Article 5.13-2. Provides that
this subsection expires on December 31, 1995,

- SECTION 2.36. Amends Article 5.41, Insurance Code, as follows:

Art. 5.41. REBATING OR DISCRIMINATION. (a) Creates this sub-
section from existing text.

(b) Provides that rates for homeowners and farm and ranch
owner's insurance and residential fire and residential al-
lied lines coverage are determined by Subchapter M, on and
after September 1, 1992. Provides that rates for other
lines subject to this subchapter are provided by Article
5.13-2. Provides that this subsection expires on December
31, 1995.

SECTION 2.36A. BAmends Section 9, Article 5.43-2, ‘Insurance Code,
as amended, by amending Subsection (a), as follows:

(a) Prohibits fire detection and alarm equipment from being
sold, offered for sale, leased, installed, or used to monitor
.property in this state unless it carries a label of approval
or listing of a testing laboratory. Provides that the contin-
ued use or monitoring of equipment in place which complied
with applicable state law at the time of its original place-
ment, without extension, modification, or alteration, is not
prohibited.

(b) Prohibits fire detection and alarm equipment for use in
one or two family homes from being sold, offered for sale,
leased, installed, or used to monitor property in this
state -after April 14, 1989, unless it carries a label of
approval or listing of a testing laboratory. Provides that
the continued use or monitoring of equipment in place which
complied with applicable state law at the time of its ori-
ginal placement, without extension, modification, or alter-
ation, is not prohibited.

(c) Provides that certain fire alarm devices are exempt
from requirement of a label or listing of testing laborato-
ries. -

(d) Creates this subsection from existing text.

SECTION 2.37. Amends Article 5.50, Insurance Céde, as follows:
Art. 5.50. EXCEPTIONS. Deletes language regarding a purely
cocperative interinsurance and reciprocal exchange carried on
by the members.

SECTION 2.38. Amends Article 5.53, Insurance Code, as follows:

(g) Provides that the flexible rating program created under
Subchapter M does not apply to this article.

(h) Prohibits the provisions of Chapter 5 of this code from
applying to marine insurance other than inland marine insur-
ance governed by this article.

SECTION 2.39. Amends Article 5.73, Insurance Code, as follows:
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Art. 5.73. ADVISORY ORGANIZATIONS

Sec. 1. Authorizes every insurer transacting business in the
state to subscribe to an advisory organization, and provides
that every insurer transacting business in the state is per-
mitted to submit to and receiver from any advisory organiza-
tion statistical plans, historical data, prospective loss
costs, supplementary rating information, policy forms and
endorsements, and research and performance of inspections, ex-
cept final rates or recommendations regarding profit or ex-
pense provisions, other than loss adjustment expenses.

Sec. 2. (a) Prohibits an advisory organization from compiling

‘or distributing, and an insurer from accepting, recommen-

dations for rates or for profit and expenses other than loss
adjustment expenses.

(b) Provides that this section does not apply to workers'
compensation insurance. Provides that this subsection does
not apply if H.B. 2898, Acts of the 72nd Legislature, Regu-
lar Session, 1991, becomes law.

Sec. 3. (a) Sets forth prohibited activities of an insurer or
advisory organization.

(b) Prohibits an insurer or advisory organization from mak-
ing an agreement in restraint of trade.

(c) Allows the board, after hearing, to issue an order
specifying any act or practice which is unfair or unreason-
able. Authorizes the board to impose any sanction under
Art. 1.10 of this code.

3ec. 4. (a) Requires the board to require an audit of any ad-
visory organization providing statistics or other information
in a rate setting proceeding. Requires the audit to be con-
¢cucted under rules adopted by the board.

(b) Provides that an advisory organization is subject to
examination under Article 5.74 of this code.

(c) Provides that reporting of data by an insurer wunder
this article does not .relieve the insurer of respon51b111ty
of reporting that data directly to the board

Sec. 5. " Provides that the authority granted under this arti-
cle expires September 1, 1993.

Sec. 6. Provides that, to the extent this article conflicts
with the provisions of Chapter 1, Acts of the 71lst Legisla-
ture, 2nd Called Session, 1989, with respect to the setting of
rat-es for workers' compensation insurance, the provisions of
Chapter 1 control.

SECTION 2.40. Amends Article 5.75, Insurance Code, as follows:

Art. 5.75. SCOPE OF SUBCHAPTER. - Deletes the reference to
Chapter 9. ‘

SECTION 2.41. Amends Article 5.96, Insurance Code, by adding Sub-
sections (a-1) and (1), and amending Subsections (c) and (i), as
follows:

(a-.) Provides that the article does not apply to the setting
of flexibility bands and benchmark rates for motor vehicle and
fire and allied lines insurance under Subchapter M. Provides
that this subsection .expires December 31, 1995,

"(c) Requires the board to give notice as specified prior to

acting on a petition. Describes such notice and contents of
the notice.
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(i) Allows emergency action by the board if it finds that
there is an imminent peril to the public.

(1) Permits the board or the office of public insurance coun-
sel to require additional information from the person filing a
petition under Subsection (b).

SECTION 2.42. Amends Article 5.96A, Insurance Code, by adding Sub-
section (d), as follows: , '

(d) Provides that on and after September 1, 1992, policy or
endorsement forms for commercial motor vehicle insurance are
adopted pursuant to Article 5.06. Provides that this sub-
section expires December 31, 1995.

SECTION 2.43. Amends Article 5.97, Insurance Code, by amending
Subsections (c) and (j), and by adding Subsections (m) and (n), as
follows: :

(c) Provides for notice in a manner specified on each petition
initiating a proceeding.

(J) Allows board action to take effect prior to expiration of
the usual 15-day period when there is an imminent peril to the
public.

(m) Allows the board or the office of public insurance counsel
to require additional information from a petitioner under Sub-
section (b).

(n) Provides that this article does not apply to insurance
lines subject to Article 5.13-2. Provides that this sub-
section expires December 31, 1995.

SECTION 2.44. Amends Chapter 9, Insurance Code, by adding Article
9.07a, as follows:

Art. 9.07A. POLICY FORMS FOR RESIDENTIAL REAL PROPERTY. (a)
Requires the board to adopt an owner policy form.

(b) Requires a title insurance company or title insurance
agents to use the owner policy form adopted.

(c) Prohibits an insurer from entering into a contract con-
cerning an individual policy that is not contained in the
application and policy. Provides that such agreements are
void. ' .

(d) Authorizes the use of endorsements approved by the
board. ’

(e) Requires the board to adopt plain language policies.
SECTION 2.45. Amends Article 17.22, Insurance Code, as follows:

Art, 17.22. EXEMPTION FROM INSURANCE LAWS. (a) Creates this
subgection from existing text. :

(b) Provides that the flexible rating program created under
Sabchapter M, Chapter 5, does not apply to county mutual
insurance companies. Provides that this section expires
Dacember 31, 1995.

SECTION 2.46. Amends Article 18.23, Insurance Code, to redesignate
the article into subsections and to delete the reference to Article
5.36. Reguires underwriter's at Lloyds', in addition to the Arti-
cles provided under this section, to be subject to Article 21.21 of
this code,

SECTION 2.47. Amends Chapter 19, Insurance Code, by amending Arti-
cle 19.12 and adding Article 19.12A, as follows:

Art. 19.12. EXEMPTION FROM INSURANCE LAWS WITH LIMITATIONS.
(a) Creates this subsection from existing text.
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(b) Creates this subsection from existing text. Makes a
conforming change by adding a reference to Article 21.21 of
this code.

Art. 19.12A. AFFILIATED RECIPROCALS. (a) Prohibits an
insurer subject to Article 5.26 of this Code from directly or
indirectly assuming all or a substantial part of any risk cov-
ered by a policy written by a reciprocal exchange that is an
affiliate of that insurer if the risk is written at a rate
less than the rate that may be lawfully charged by the insurer
or any affiliate of the insurer.

(b) Defines "affiliate" for the purposes of this section.

SECTION 2.48. Amends Chapter 18, Insurance Code, by adding Article
18.23A, as follows:

Art. 18.23A. AFFILIATED LLOYD'S. (a) Prohibits an insurer
subject to Article 5.26 from directly or indirectly assuming
all or part of any risk covered by an affiliated Lloyd's if
the risk 1is written at a rate less than the rate that may be
lawfully charged by the insurer subject to Article 5.26 of
this code.

{b) Defines "affiliate."

(c) Authorizes underwriters making insurance under the
Lloyd's plan pursuant to Chapter 18 of this code to convert
the Lloyd's to a capital stock governed by Chapter 2 of
this code, pursuant to the follows:

1. Authorizes the underwriters, by two-thirds vote, to
adopt a plan to convert the Lloyd's to a capital stock
company.

2. Requires the plan of conversion to provide that a

capital stock company be formed in accordance with Chap-
ter 2 of this code, except that: the required minimum
capital and surplus of the capital stock company shall
equal the required minimum guaranty fund and surplus of
the Lloyd's; the assets of the capital stock company may
be in cash or in the form of investment lawfully held by
the Lloyd's under the code; and an original examination
under Article 2.04 of this code is not required unless
directed by the commissioner. :

3. Requires all assets, interests, obligations, and 1li-
abilities of the Lloyd's, wupon the commissioner's ap-
proval of the plan of conversion and the formation of the
capital stock company, to be converted to the capital
stock company governed by the provisions of Chapter 2 of
this code, as amended, except as otherwise herein pro-
vided. :

4. Authorizes the underwriters' rights and interests in
the capital stock company, if the Lloyd's is a member of
a heclding company system identified in registration in-
formation filed by the Lloyd's with the commissioner, to
be assigned at the time of conversion to any affiliated
person in such system. Requires the result of such as-
signment to not be considered a change in control for
purposes of Article 2.20 of this code, nor an acquisition
of control for purposes of Section 5 of Article 21.49-1
of this code.

SECTION 2.49. Amends Article 21.28-E, Insurance Code, bv addinc
Subsecticn (c), as follows:

Art. 21.28-E. (c) Prohibits the provisions of this article
from applying to marine insurance other than inland marine in-
surance governed by Article 5.53.

SECTION 2.50. Amends Article 8.24, Insurance Code, as follows:
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Art. 8.24., MEXICAN CASUALTY INSURANCE COMPANIES; POLICIES 1IN
FORCE WHILE INSURED PERSONS OR PROPERTY ARE 1IN MEXICO; RE-
QUIREMENTS FOR ISSUANCE IN STATE; PREMIUM TAX; RATES; ENFORCE-
MENT. Provides for the licensing of insurance carriers from
the Republic of Mexico by the Texas Department of Insurance
(department) instead of the Board of Insurance Commissioners
of Texas (Board).

(a) Substitutes "department" for "Board." Deletes the pro-
vision regarding forms of every nature used in underwriting
the coverage. '

{b)-(e) Substitute "department" for "Board" throughout.

(f) Deletes the language requiring the coverage .authorized
to be underwritten only at rates prescribed or approved

from time to time by such Board. Redesignates Subsection
(g) in this existing text. Substitutes "department" for
"Board."

(g) Redesignates Subsection (h) in the existing text. Sub-
stitutes "department" for "Board." Provides that the Com-
missioner of Insurance, instead of the Board, makes the
determination provided for under this subsection. Makes a
technical change.

(h) Substitutes "department" for "Board."

(1) Requires the department, instead of the State Board of
Insurance, to have authority to suspend or revoke the cer-
tificate of authority of any insurance carrier authorized
to do business in Texas under this Article, if the State
Board of Insurance, after notice and opportunity for hear-
ing, shall find that such carrier has systematically, with
neglect and with willful disregard, failed to comply with
" its obligations derived from the contracts of insurance,
and the laws applicable thereto, as contained in policies
issued in the State of Texas. Makes a conforming change.

SECTION 2.51. Amends Article 9.38, Insurance Code, by adding Sub-
secticn (c), as follows:

(c) Sets forth information that each title insurance agent re-
ceiving a portion of the premium is required to disclose, in a
form prescribed by the board, to each purchaser of a title in-
siirance policy or other title insurance form.

SECTION 2.52. Amends Chapter 21, Insurance Code, by adding Section
21.69, to authorize the board to contract with any qualified entity
to collect historical premium and loss data as defined by the board
and pursuant to statistical plans promulgated or approved by the
board.

SECTION 2.53. Amends Section B,'Article 9.30, Insurance Code, by
adding a new subsection, as follows: .

(5) Provides that nothing in this article affects the division
of premium between a title insurance company and its subsid-
iary title insurance agent when the title insurance company
directly issues its policy or contract of title insurance pur-
suant to Article 9.34. Defines subsidiary for purposes of
this provision.

SECTION 2.54. 2Amends Article 5.98, Insurance Code, to make a con-
forming change.

ARTICLE 3. REINSURANCE

SECTION 3.01. Amends Article 3.10, Insurance Code, by amending
Subsections (a), (b), and (e), and adding Subsection (m), as fol-
lows:
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(a) Allows any insurer authorized to engage in the business of
insurance in this state, while in compliance with all applica-
ble 1laws, to reinsure in any solvent assuming insurer, any
risk or part of a risk that both are authorized to assume;
however, no credit for reinsurance, either as an asset or a
deduction of liability, may be taken by the ceding insurer ex-
cept as provided by this article. Makes this article applica-
ble to all insurers regulated by the board. Provides that
this article does not apply to certain insurers. Sets forth
requirements for qualification under this exception. Provides
that this article is supplementary to and cumulative of other
provisions of this code relating to insurance. Makes conform-
ing changes.

(b) Makes a conforming change. Requires the trusteed assuming
insurer to report certain information by March 1 of each year
to the board to enable the board to determlne the sufficiency
of the trust fund.

(e) Defines "qualified United States financial institution."

(m) Allows the commissioner to request the filing of certain
financial statements, certificates, or letters of authority,
and information. Provides that the failure of an assuming
insurer that does not meet certain compliance requirements of
Subsection (b) of this article may result in the commissioner
issuing a directive prohibiting all 1licensed insurers from
taking credit for business ceded with any assuming insurer af-
ter the effective date of such directive. Provides that cer-
tain nonlicensed insurers are considered to have complied with
a request for information by the commissioner.

SECTION 3.02. Amends Article 5.75-1, Insurance Code, by amending
Subsections (a), (b), and (e), and adding Subsections (n) and (o),
as follows:

(a) Makes a conforming change. Prohibits a credit for rein-
surance from being taken by the ceding insurer except as pro-
vided by this article. Provides that this article .applies to
1ll insurers, but does not apply to ceding insurers domiciled
.n another state that regulates credit for reinsurance under
¢imilar statutes. Sets forth a requirement for qualification
¢f this exception. Provides that this article 1is supplemen-
tary to and cumulative.of other provisions of this Code per-
talnlng to reinsurance to the extent those prov151ons are not
in conflict with this article. : A

(b) Delete the word domestic from the section so that the
credit for reinsurance statuted or property and casualty com-
panies will apply to all insurers licensed in this state,
whether foreign or domestic. Includes as "trusteed" reinsur-
ers incorporated underwriters which meet certain strict crite-
ria, to provide for additional reinsurance capacity in the
area of historically hard to place risks such as transporta-
tion, aviation, and marine.

(e) Amends the definition of "qualified United States finan-
cial institution," to make a nonsubstantive change.

(n) Reqguires an insurer to account for and record reinsurance
agreements so as to reflect the effect of the agreements on
the insurer's financial condition. Authorizes SBI to adopt
rules relating to the accounting and financial statement re-
guirements of this subsection and the treatment of certain re-
insurance agreements.

(0) Allows the commissioner to request the filing of financial
statements, certificates or letters of authority, anéd other
information. Provides that failure of an assuming insurer
that. does not meet certain compliance requirements of Sub-
section (b) of this article may result in the commissioner is-
suing a directive prohibiting all 1licensed insurers from
taking credit for business ceded with any assuming insurer af-
ter the effective date of such directive. Provides that cer-

E.B. 2 PAGE 20




tain nonlicensed insurers are considered to have complied with
a request for information by the commissioner.

SECTION 3.03. Amenas Chapter 21, Insurance Code, by adding Article
21.07-7, as follows:

Art. 21.07-7. REINSURANCE INTERMEDIARY ACT
Sec. 1. SHORT TITLE. Reinsurance Intermediary Act.

Sec. 2. DEFINITIONS. Defines "actuary," "broker," "commer-
cially domiciled insurer," "control," "insurer," "manager,"
"person," "qualified United State financial institution," "re-
insurance," "reinsurance intermediary," and "reinsurer."

Sec. 3. LICENSE REQUIRED; LICENSING PROCEDURES. (a) Prohib--
its a person from acting as a broker as defined in Section
2.(2), or as a manager as defined in Section 2.(6), in this
state unless the person 1is appropriately licensed in this
state. .

(b) Authorizes the commissioner to require a reinsurance
intermediary to file a bond and maintain an errors and
omissions policy. Requires the issuer of the bond or the
errors and omissions policy to be acceptable to the commis-
sioner and the bond or the policy to be in an amount deter-
mined by the commissioner to be customary and adequate
under the circumstances.

(c) Requires the commissioner to issue a reinsurance inter-
mediary 1license to a person who has complied with this ar-
ticle. Provides that a 1license issued to a firm or
association is all inclusive of the firm's or association's
members and designated employees, and a license issued to a
corporation is all inclusive to its officers, designated
employees, and directors.

(d) Sets forth certain requirements for applicants for re-
insurance intermediary licenses who are not state resi-
dents.

(e) Sets forth conditions under which the commissioner may
deny a license application, or suspend, revoke, or refuse
to renew a license.

(f£) Allows the commissioner to establish qualifications for
licensing reinsurance intermediaries.

(g) Prohibits an application for a license from being ac-
cepted unless the -application shows that the person apply-
ing has been engaged for at least three vyears in the
business of insurance or reinsurance.

(h) Provides that a person who holds a manager license is
not required to obtain a broker license but must meet all
the requirements of Section 5 of this Article to act as a
broker.

(i) Provides that original licenses and renewed licenses
are valid for two years. Authorizes the commissioner to
adopt renewal standards.

(J) Authorizes the board by rule to adopt a license expira-
tion system and provides for the system.

(k) Authorizes the commissioner to issue a reciprocal 1li-
cense to act as a reinsurance intermediary in this state to
a person from another state with similar requirements. Au-
thorizes the board to adopt rules relating to reciprocal
license requirements.

Sec. 4. FEES AND CHARGES. (a) Requires the board to collect
a nonrefundable licensing fee from a reinsurance intermediary
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who applies for an original license or renewal. Provides for
the disposition of the fees.

(b) Requires the board to set the fee for original and re-
newal reciprocal licenses in amounts that are reasonable
and necessary to cover the costs of the reciprocal licens-
ing program.

(c) Allows examination expenses to be charged to the person
examined in accordance with Article 1.16 of this code.

Sec. 5. REQUIREMENTS RELATING TO BROKERS. (a) Allows a
transaction between a broker and an insurer to be entered into
only under a written contract that specifies the responsibil-
ities of each party. Sets forth the required minimum contents
of the contract.

(b) Provides that if a broker places reinsurance on behalf
of a licensed ceding insurer with an unlicensed reinsurer,
unless the ceding insurer releases the broker from obli-
gations under this subsection, the broker is required to
inquire into the financial conditions of the assuming unau-
thorized reinsurer and to disclose the findings to the ced-
ing insurer and to make available the financial statement
of the reinsurer.

(c) Requires a broker to maintain a complete record of each
transaction for at least 10 years after the expiration of
each contract of reinsurance transacted by the broker.
Sets forth the required contents of the records.

(d) Entitles each insurer subject to a contract of reinsur-
ance transacted by a broker to access to certain informa-
tion, accounts, and records maintained by the broker.
Requires the broker to maintain the information in a usable
form.

(e) Prohibits a person from being employed by an insurer
and a broker with whom the insurer transacts business, un-
less the broker is under common control with the insurer
and is subject to Article 21.49-1 of this code.

Sec. 6. REQUIREMENTS RELATING TO MANAGERS. (a) Allows a
transaction between a . manager and an insurer to be entered

‘into only under a written contract that specifies the respon-

sibilities of both parties. Requires the contract to be ap-
proved by the insurer's board or attorney. Requires a copy of

the contract to be filed with the commissioner for approval -

within 30 days before the insurer assumes or cedes business
through the manager. Requires the contract to incorporate the
requirements of this section.

(b) Allows the insurer to terminate the contract for cause
and to suspend authority of the manager.

(c) Regquires the manager to render periodic accounts at
least quarterly. Regquires the manager to remit all funds
due on a monthly basis or more often.

(d) Requires the manager to hold all funds collected in a
fiduciary capacity in a qualified U.S. financial institu-
tion. Prohibits the manager from retaining more than three
months of estimated claims payments and allocated loss ad-
justment expenses.

(e) Sets forth requirements of the manager, if premiums or
contributions are collected on behalf of or for more than
one insurer.

(f) Requires a manager to maintain a complete record of

" each transaction for at least 10 years after the expiration
of each contract ¢f reinsurance transacted. Sets forth the
required contents of the records.
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(g) Entitles each insurer access to certain information,
accounts, and records maintained by the manager. Requires
the manager to maintain the information in a usable form.

(h) - Prohibits the contract from being assigned by the man-
ager.

(i) Regquires the manager to comply with certain written
underwriting and rating standards. :

(j) Requires the contract to identify rates, terms, and
purposes of the commissions, charges, and other fees that
the manager may assess.

(k) Sets forth.provisions that apply if the contract per-
mits the manager to settle claims on behalf of the insurer.

(1) Provides for payment of interim profits.

(m) Requires the manager to provide annually to each
insurer and reinsurer an audited statement of the manager's
financial condition prepared by an independent CPA.

(n) Requires an on-site review of the underwriting and
claims processing operations of the manager.

(o) Requires the manager to disclose information concerning
relationships with other insurers before ceding or assuming
any business on behalf of the insurer under this contract.

(p) Requires the manager's acts to be considered as the
insurer's acts.

(g) Requires verification by an actuary of the adequacy of
"loss reserves.

(r) Provides that if a manager places reinsurance on behalf
of a licensed ceding insurer with an unlicensed reinsurer,
the manager is required to inquire into the financial con-
ditions of the assuming unauthorized reinsurer and to dis-
close the findings to the ceding insurer and to make
available the financial statement of the reinsurer. Allows
the ceding. insurer to assume the obligation under this sub-
section by releasing the intermediary in writing from the
obligations imposed under this subsection.

Sec. 7. PROHIBITED ACTS. (a) Prohibits a person from acting
as a manager or broker on behalf of any insurer without hold-
ing a license, if required.

(b) Prohibits a reinsurance intermediary acting as a man-
ager from taking certain enumerated actions.

(c) Prohibits a person from being employed: by an insurer
and a manager with whom the insurer transacts business.
Makes exceptions.

Sec. 8. DUTIES OF INSURERS. (a) Prohibits an insurer from en-
gaging the services of any person to act as a broker or man-
ager on the insurer's behalf unless the person is licensed, if
sc required.

(b) Requires the insurer to annually obtain a copy of au-
Jited statements of the financial condition of each manager
that the insurer engages. Requires the statements to be
wrepared by an independent certified public accountant and
:n an acceptable form.

‘c) Provides that authority for all retrocessional con-
tracts of participation in reinsurance syndicates rests

with an officer of the insurer. Prohibits that officer
from being affiliated with the manager acting for the
insurer,
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(d) Requires the insurer to provide to the commissioner
written notification of the termination of a manager's con-
tract including the reasons for the termination not later
than the 30th day after the date of termination. Provides
that the written notification is a privileged communication
and is not subject to public disclosure.

(e) Prohibits an insurer from appointing certain persons to
its board of directors. Provides that this subsection does
not apply to a relationship governed by Article 21.49-1 of
this code.

Sec. 9. EXAMINATION AUTHORITY. (a) Provides that a reinsur-
ance intermediary is subject to examination by the commis-
sioner. Entitles the commissioner to access to all books,
bank accounts, and records of the reinsurance intermediary,
and requires those to be maintained in a useable form.

(b) Provides that a manager may be examined.

(c) Requires a reinsurance intermediary, at its own ex-
pense, to submit to an examination of its financial condi-
tion and it compliance with state laws. Provides for the
examination.

Sec. 10. PENALTIES AND LIABILITIES. (a) Authorizes the com-
missioner to impose any sanction provided by law if it is de-
termined that a person has violated this article.

(b) Provides that a decision or order under Subsection (a)
of this section is subject to review by the board. Pro-
vides that appeal by the board may be made to a district
court in Travis County. Provides that review of the
board's decision 1is subject to the substantial evidence
rule.

(c) Provides that this section does not affect the commis-
sioner's right to impose any other authorized penalties.

(d) Provides that this article does not restrict or confer
any rights of third parties.

fec. 11. RULES. Allows the board to adopt rules necessary to
implement this article.
ARTICLE 4. CRIMINAL ENFORCEMENT
SECTION 4.01. Amends Chapter 1, Insurance Code, by adding Article
1.10D, as follows: -
Art., 1.10D. JINSURANCE FRAUD UNIT

Sec. 1. DEFINITIONS. (a) Defines "authorized governmental
agency,"” "fraudulent insurance act," "insurer," and "person."

(b) Defines "engaged in the business of insurance."

Sec. 2. AUTHORITY. (a) Creates the insurance fraud unit in
the Texas Department of Insurance.

(b) Authorizes the commissioner to make any necessary in-
vestigation of an alleged fraudulent insurance act.

'c) Requires the commissioner to take disciplinary action
for an alleged fraudulent insurance act, and to report the
&ct to an authorized governmental agency.

(d) Requires the commissioner to furnish certain evidence

to any authorized governmental agency on request and to as-
sist the authorized agency.
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(e) Provides that an insurer is not prohibited or limited
in conducting its own investigations. Requires an insurer
to complete and draft a report of its investigative
findings before requesting the commissioner to conduct an
investigation and to submit its report as part of the re-
quest. '

Sec. 3. SUBPOENA AUTHORITY; EXAMINATION OF MATERIAL IN OTHER
STATES. (a) Authorizes the commissioner, board, or any offi-
cer designated by the commissioner or board to issue subpoenas
and compel the attendance of witnesses and the production of
material relevant to an inquiry under this article.

(b) Sets forth the procedure for examining materials out-
side the state.

Sec. 4. DISCLOSURE OF INFORMATION. (a) Requires a person to
report an alleged violation of this code to the commissioner,
board, or an authorized governmental agency, in writing within
30 days.

(b) Provides that notice to one authorized agency serves as
notice to all authorized agencies.

(c) Requires an insurer to furnish to a requesting author-
ized agency any relevant information or material relating
to the matter under investigation.

Sec. 5. CONFIDENTIALITY. (a) Provides that any information
or material acquired by the department that is relevant to an
inquiry by the fraud unit is not a public record for as 1long
as the commissioner considers it necessary to complete the in-
vestigation, protect certain persons, or serve public inter-
2st. Provides that the information is not subject to subpoena
until released for public inspection by the commissioner, or
-until a district court determines that public interest will
r.ot be jeopardized by obeying a subpoena. Prohibits this sub-
section from being construed as abrogating any provisions re-
lating to the conduct of contested cases under Article
6252-13a, V.T.C.S. '

(b) Provides that any information or material acquired un-
der this article by an authorized agency is privileged and
not a part of public record. Provides that an authorized
agency or insurer may not release such information to the
public. Provides that the information is not subject to a
subpoena, except a grand jury subpoena, unless it is deter-
mined by a district court that public interest will not be
jeopardized by obeying the subpoena.

(c) Allows an authorized agency or the department provided
with information or material to release such information to
another authorized agency or to the department.

Sec. 6. IMMUNITY. (a) Provides that certain persons are not
subject to liability based on filing reports or furnishing
other information concerning fraudulent insurance acts if
those reports or information are provided to certain specified
persons.

(b) Provides that certain torts or civil causes of action
may not exist against a person who is an employee or agent
of an employee when performing an authorized activity.

(c) Provides that this section does not affect or modify
any common law or statutory privilege or immunity.

(¢) Provides that a person identified by Subsection (a) of
this section is entitled to an award of attorney s fees and
~costs if the person is a prevailing party 1n a civil cause
of action for certain torts.
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Sec. 7. OTHER LAW ENFORCEMENT POWERS AND DUTIES NOT AFFECTED.
Sets forth other law enforcement powers and duties that this
article does not affect.

SECTION 4.02. Amends Article 1.14-1, Insurance Code, by adding
Section 13, as follows:

Sec. 13. CRIMINAL PENALTY. (a) Provides that a- person who
violates Section 3(b) of this article commits an offense.

(b) Provides that an offénse under this section is a felony
of the third degree.

(c) Provides a defense to prosecution.
SECTION 4.03. Amends Article 1.19-1, Insurance Code, as follows:
Art. 1.19-1. SUBPOENA AUTHORITY.

Sec. 1. (a) Allows the commissioner and the board to require,

by subpoena, the attendance and testimony of witnesses and
. production of records relating to any matter that the commis-

sioner or board has authority to consider or investigate.

(b) Allows materials located outside this state to be made
available for examination at the place where the materials
are located.

(c) States that a subpoena issued to a bank or other finan-
cial institution is not subject to Article 5, Chapter VII,
Banking Code (Article 342-705, V.T.C.S.).

(d) Provides that information or material acquired under
subpoena is not a public record and is not subject to a
subpoena, except a grand jury subpoena, until a district
court determines that the public interest would not be
jeopardized. Provides for application of a district court
order to certain records and communications.

(e) Authorizes the commissioner or board to furnish infor-
mation obtained by subpoena to any law enforcement agency
in all state and out of state jurisdictions, when re-
quested.

(f) Provides that authority granted in this article is in
addition to other provisions of this code.

(g) Provides that conduct of contested cases under Article
6252-13a, V.T.C.S., is not affected by this section.

Secs. 2-4. Make conforming changes.
Sec. 5. Makes conforming changes. Deletes language.
SECTION 4.04. Amends Article 1.40, Insurance Code, as follows:

Art. 1.40. IMMUNITY FROM LIABILITY. (a) Makes conforming
charnges. . ‘

(b) Provides immunity from civil liability to a person act-
ing without malice, fraudulent intent, or bad faith based
on filing reports or furnishing, orally or in writing, in-
formation relating to anticipated, or completed fraudulent
insurance acts if those reports or information are provided
or received from certain entities.

(c¢) Provides certain persons with immunity from civil 1li-
ability for libel, slander, or any other relevant tort.

(d) Provides that a person identified by Subsection (b) of
th..s section is entitled to an award of attorney's fees and
costs if the person is a prevailing defendant in a civil
cause of action for certain torts, and the party bringing
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the action was not substantially justified in bringing the
action. Defines "substantially justified."

(e) Provides that certain persons are not subject to civil
liability for libel, slander, or any other cause of action
based on the collection , review, analysis, dissemination,
or report of information collected from the filings re-
guired by Article 1.11 of this code.

(f) Makes conforming changes. Deletes language.

(g) Provides that this section does not affect or modify
any common law or statutory privilege or immunity.

SECTION 4.05. Amends Article 21.79B, Insurance Code, by redesig-
nating the article as Subsection (a) and adding new Subsections (b)
and c), as follows:

Art. 21.79B. VENUE FOR PROSECUTION. (b) Provides that a per-
son is "engaged in the business of insurance" for the purposes
of this article if the person performs any act subject to reg-
ulation by the department.

(c) Provides that this article applies to each person en-
gaged in the business of insurance. Provides that an ex-
emption or provision of inapplicability or applicability
limiting regulation by the board in this code does not
limit this article. Provides that this article controls,
in the event of conflict or ambiguity between this article
and another article in the code. '

SECTION 4.06. Amends Chapter 21, Insurance Code, by adding Article
21.79E, as follows: :

Article 21.79E. ILLEGAL PRICING PRACTICES

(a) Provides that a person commits an offense if the person
intentionally or knowingly charges two different prices for
providing the same product or service, where the higher price
is based on the fact that an insurer will pay all or part of
the price of the product or service.

(b) Provides that an offense under this article is a Class
B misdemeanor.

(c) Provides that an offense under this - article is a
fraudulent insurance act for the purpose of Article 1.10D,
Insurance Code.

'd) Provides that this article does not apply to the pro-
vision of health care services to Medicaid or Medicare pa-
t.ients or to medically indigent persons who qualify for
£liding fee scales. :

ARTICLE 5. CANCELLATION AND NONRENEWAL OF POLICIES

SECTION 5.01. Amends Article 21.49-2, Insurance Code, as follows:

Art. 21.49-2. DECLINATION, CANCELLATION, AND NONRENEWAL OF
CERT2ZIN POLICIES. Deletes language that authorizes the board
to prescribe, adopt, promulgate, and enforce rules and regu-
lations regarding cancellation and nonrenewal of certain poli-
cies. Adds language exempting policies subject to Section
21.49-2A or 21.49-2B of this code, or marine insurance poli-
cies other than inland marine policies.

SECTION 5.C2. Amends Chapter 21, Insurance dee, by adding Article

21.49-2B ard Article 21.49-2C, and amending Article 21.11-1, as
follows:

Art. 21.49-2B. CANCELLATION AND NONRENEWAL OF CERTAIN PROP-
ERTY AND CASUALTY POLICIES.
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Sec. 1. DEFINITIONS. Defines "insurer," and "governmental

unit."

Sec. 2. APPLICATION. Sets forth the applicability of this
article.

Sec. 3. CANCELLATION. Provides that certain actions by an
insurer constitute cancellation of an insurance policy.

Sec. 4. CANCELLATION OF POLICIES. (a) Authorizes an insurer
to cancel an insurance policy covered by this article only as
provided by this section.

(b) through (i) Authorize an insurer to cancel policies for
various reasons.

Sec. 5. NONREWAL OF POLICIES; NOTICE REQUIRED. Requires an
insurer to renew a policy on its expiration, at the option of
the insured, unless the insurer has mailed written notice of
nonrenewal to the insured at least 30 days before the date on
which the policy expires.

Sec. 6. RENEWAL OF PERSONAL AUTOMOBILE INSURANCE POLICIES.
Provides for the renewal of personal automobile insurance pol-
icies.

Sec. 7. RENEWAL OF CERTAIN POLICIES; SURCHARGE AUTHORIZED.
(a) Provides that this section applies only to standard fire,
homeowners', and farm or ranch owners' insurance policies.
Provides that a claim under this section does not include a
c¢laim resulting from a loss covered by natural causes.

(b) Authorizes an insurer to assess a premium surcharge on
"a policy if the insured has filed two or more claims in the
preceding policy year and an additional premium surcharge
if an additional <claim is made in the following policy
year. Requires the board to set the amount of any sur-
charge that may be assessed under this subsection, with ex-
ceptions. '

(c) Provides that an insurer may decline to renew a policy
if the insured has filed three or more claims under the
policy in any three-year period.

(d) Requires an insurer to notify an insured who has filed
two claims in a period of less than three years that the
insurer may decline to renew the policy if the insured
files a third claim during the three-year period. Requires
the notice to be in a form approved by the board.

(e) Authorizes an insurer that renews the policy of an in-
sured who has filed three or more claims under the policy
in a three-year period to assess a premium- surcharge in an
amount set by the board.

Sec. 8. RECORDS. Reguires an insurer to maintain information
concerning cancellation or nonrenewal of policies in accord-
ance with the insurer's ordinary practices for maintaining re-
cords of expired policies. Requires the insurer to make the
information available to the department on request.

Sec. 9. INSURER STATEMENT. Requires an insurer, at the re-
quest of an insured or an applicant for insurance, provide a
written statement of the reason for a cancellation or
nonrerewal of or determination not to issue a policy.

Sec. 10. LIABILITY FOR DISCLOSURE. Provides that an insurer
or an employee or agent of an insurer is not liable for a
statement or disclosure made in good faith under this article.

Sec. 1.. EFFECT OF NONCOMPLIANCE. (a) Provides that a can-

cellation of a policy in violation of this article has no ef-
fect.
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(b) Requires an insurer to renew a policy at the request of
the insured, if the insurer fails to give notice of
nonrenewal of the policy as required by this article.

Sec. 12. BOARD RULES. Authorizes the board to adopt rules
not in conflict with this article relating to the cancellation
and renewal of policies covered by this article.

Art. 21.49-2C. WITHDRAWAL PLAN. (a) Requires an insurer,
when it proposes to withdraw from writing a line of insurance
in this state, or to reduce its total annual premium volume by
75 percent or more, to file with the commissioner a plan of
orderly withdrawal. Sets forth provisions the plan must in-
clude. '

(b) Provides that this article does not apply to the trans-
fer of the business from an insurer to a company under com-
mon ownership admitted to do business in this state.

(c) Authorizes the commissioner to require the deposit of
securities in this state, in trust, in the name of the com-
missioner, upon a finding that there is reasonable cause to
conclude that the interest of the people of this state are
best served by such deposit.

(d) Prohibits an insurer that withdraws from writing all
lines of insurance in this state from resuming writing in-
surance for five years without the approval of the commis-
sioner. '

(e) Requires the commissioner to approve the plan if it ad-
equately provides for meeting the insurer's contractual ob-
ligations; providing service to its Texas policyholders and
claimants; and meeting any applicable statutory obli-
gations.

(f) Requires the withdrawal plan to be deemed approved if
the commissioner has not held a hearing within 30 days af-
ter the plan is filed or has not denied approval within 30
days after the hearing. Provides that certain insurers are
subject to the penalties under Article 1.10 of this code.

(g) Requires the board to adopt such rules as may be neces-
sary to enforce the provisions of this article.

Art. 21.11-1. CANCELLATION OF AGENCY CONTRACTS BY FIRE AND
CASUALTY INSURANCE COMPANIES.

Sec. 1. (a) Prohibits an insurance company writing fire and
casualty insurance in this state from suspending an agency
contract with any appointed agent unless proper notice of the
suspansion is given to the agent at least six months in ad-
vance. Defines "suspend." :

() Makes a conforming change. Requires the company's
written underwriting standards to be provided to its agents
who have been terminated at the same time the company first
notifies the agent of the company's intention to terminate
the agent's contract. Requires the written underwriting
standards that the insurer furnishes to its terminated
agents to conform to the same underwriting standards that
were in effect for that agent before the company's decision
to terminate or suspend the agent's contract. Authorizes
the furnishing of different underwriting standards to dif-
fereont agents. Prohibits an insurance company that is re-
new;ng contracts of insurance under this subsection from
requiring a terminated agent to convert from agency billing
to company billing during the termination period unless
that agent agrees to such conversion in writing.

(d) Provides for a written impact statement to be given to

an agent by an insurance company that proposes to revise
the termination provisions of an existing agency agreement.
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(e) Provides that an agency agreement that replaces, re-
vises, or in any other way takes the place of an agency
agreement that has been in effect for a period of two years
is subject to the provisions of this article so long as
there has been no material change in the ownership of the
agency. :

(f) Requires the board to promulgate reasonable rules and
regulations to provide for definitions as necessary in the
accomplishments of the purposes of this article.

Sec. 2. Requires the company, during the term of the con-
tract, to no refuse to renew such business from the agent as
would be in accordance with the company's current underwriting
standards in effect for agents of the company whose contracts
have not been terminated or suspended.

Sec. 3. Makes conforming changes.

Sec. 5. Provides that certain actions of an insurer shall be
deemed a termination of the insurer's agents, and requires the
insurer to comply with the provisions of this article, with
exceptions.

3ec. 6. Creates this section from existing text.

SECTION 5.03. Amends Chapter 21E, Insurance Code, by adding Arti-
cle 2..49-2D, as follows:

Art. 21.49-2D. PROHIBITION ON CERTAIN CANCELLATIONS AND
NONRENEWAL. (a) Defines "insurer."

(b) Prohibits an insurer from cancelling or refusing to re-
new a policy or contract of insurance for the sole reason
that the policyholder is an elected official.

ARTICLE 6. APPLICATION OF ANTITRUST LAW PROVISIONS

SECTION 6.01. Amends Section 15.03(5), Business and Commerce Code,
to include the business of insurance in the definitions of "trade"
and "commerce."

SECTION 5.02. Amends Section 15.05(g), Business and Commerce Code,
to provide an exception that an exemption otherwise available pur-
suant to the McCarran-Ferguson Act does not serve to exempt activ-
ities uncer this Act.

ARTICLE 7. CAPITAL AND SURPLUS REQUIREMENTS
SECTION 7.01. Amends Article 2.0l1, Insurance Code, as follows:

Art. 2.01. FORMATION OF COMPANY. (a)-(f) Create subsections
from the existing text.

(g) Provides that notwithstanding Subsection  (a) of this
ar:icle, effective January 1, 1992, the capital and surplus
recqquirements imposed under Articles 2.02 and 2.20 of this
coce apply to each insurance company or other entity admit-
ted to do business and authorized to writer property and
casualty insurance, other than farm mutual insurance compa-
nies. Sets forth companies to which Articles 2.02 and 2.20
of this code apply.

SECTION 7.02. Amends Articles 2.02 and 2.20, Insurance Code, as
follows:
Art., 2.02. ARTICLES OF INCORPORATION. (a) Creates this sub-

section from the existing text. Makes nonsubstantive changes.
(b) iAuthorizes the board to adopt rules, regulations, and

guidelines, from time to time, requiring any company incor-
porated under this article, and any alien or foreign
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insurer admitted in this state to do the types of business
authorized by this chapter, to maintain capital and surplus
levels 1in excess of the statutory levels required by this
article based upon any of the factors, as enumerated.

(c) Authorizes the commissioner to order an insurer subject
to the capital and surplus requirements of either this ar-
ticle or of Article 2.20 of this code that fails to comply
with such article to cease writing new business. ‘Sets
forth additional authorized powers of the commissioner.

(d) Creates this subsection from the existing text.

Art. 2.20. INCREASE OF CAPITAL AND SURPLUS. (a) Provides
that an insurance company chartered under this chapter, or a
foreign or alien insurance company authorized to do business
in this state, and that is subject to the minimum capital and
surplus requirements of this chapter that has as of September
1, 1991, 1less than the minimum capital and surplus required
for a newly incorporated company under Article 2.02 of this
code, may continue to transact the kind or kinds of business
for which it holds a Texas certificate of authority. Requires
the insurance company to increase its capital and surplus as
required by this article.

(b) Requires the insurance company to increase its capital and
surplus to the minimum capital and surplus required under Ar-
ticle 2.02 of this code immediately after a change of control
of the insurance company or of any holding company controlling
the insurance company if, after September 1, 1991, there is a
chhange of control of at least 50 percent of the voting securi-
ties of the insurance company or holding company, or other
means of control if the insurance company or holding company
is not controlled by voting securities. Makes a technical
change.

(c} Sets forth the schedule according to which an insurance
company subject to Subsection (a) of thls article must in-
crease its minimum capltal

(d) Authorizes the board to adopt rules, regulations, and
guidelines, from time to time, requiring any company subject
to this article to maintain capital and surplus levels in ex-
cese¢ of the minimums required by Article 2.02 and in excess of
the levels required in the schedule established under Sub-_
section (c) of this article. Sets forth factors upon which
the rules are to be based. Requires the rules to be designed
to assure the financial solvency of companies for the pro-
tection of policyholders.

(e) Requires an insurance company subject to the minimum capi-
tal and surplus requirements to not be required to increase
the companyv's required minimum capital if the insurance com-
pany ceases to write or assume any business and so notifies
the c¢ommissioner. Requires the company to be subject to the
risk capital requirements of Subsection (d) of +this section.
Requiress the company to be subject to, and to comply with,
Subsection (c) upon the resumption of writing.

(f) Provides for the minimum free surplus or guaranty fund and
free surplus required of insurers which are not required by
law to have capital stock.

SECTION 7.03. Amends Section 1, Article 3.02, Insurance Code, as
follows:

Sec. 1. (a) Creates this subsection from the existing text.
Substitutes "incorporators" for "corporators" throughout the
subsection.

(b) Authorizes the commissioner to order an insurer subject

to the minimum capital and surplus requirements of this ar-
ticle that fails to comply with those requirements to cease
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writing new business. Sets forth additional authorized
powers of the commissioner.

SECTION 7.04. Amends Section 2, Article 3.02, Insurance Code, by
amending Subsection (a) and adding Subsections (c¢) and (d), as fol-

lows:

(a) Authorizes an insurance company, if it subject to this
chapter and doing business in this state as an authorized
insurer, and it has less than the minimum capital and surplus
required for a newly incorporated company under Section 1 of
this article, to continue to transact the kind or kinds of in-
surance business for which it holds a Texas certificate of au-
thority. Makes conforming and technical changes.

(¢) Prohibits an insurance company from assuming risk of 1li-
ability on, or indemnify any one person for, any risk under
eény health, accident, sickness, or hospitalization policy, or
eny combination of those policies, in an amount in excess of
$10,000, unless the issued, outstanding, and stated capital of
tne insurer is at least $100,000 as of December 31, 1991, and
certain other conditions exist.

(¢.) Provides that if an insurer subject to Subsection (c) of
this section ceases to write or assume risk of 1liability on,
or to indemnify any one person for, any risk under any health,
accident, sickness, or hospitalization policy in an amount in
excess of $10,000, and so notifies the commissioner, the
ingurer is not thereafter required to meet the requirements of
Sul'section (c) of this section relating to increase in minimum
of capital. Provides that if the insurer should thereafter
resume writing or assuming such risk of 1liability on, or
indemnifies any one person for, any risk under any health, ac-
cident, sickness, or hospitalization policy in an amount in
excess of $10,000, the insurer shall be subject to and comply
with Subsection (c) of this section at the amount of capital
required as of the date of such resumed writing or assumption
of siach risks.

SECTION 7.05. Amends Article 3.02, 'Insurance Code, by adding
Sections A and 3A and amending Section 3, as follows:

Sec. 2A. Authorizes the board to adopt rules, regulations,
and guidelines requiring any company subject to this chapter,
or anv alien or foreign company admitted in this state to do
the types of business authorized by this chapter, that writes
or assumes life insurance, annuity contracts or liability on,
or indemnifies any one person for, any risk under a health,
accident, sickness, or hospitalization policy, or any combina-
tion of those policies, in an amount in excess of $10,000, to
mainta.n capital and surplus levels in excess of the minimum
levels required by either Section 1 or Section 2 of thls arti-
cle for that company based upon certain factors.

(b) Requires the rules adopted under this subsection to be
designed to ensure the financial solvency of companies for
the protection of policyholders, but may not, according to
certain specified dates, require the total admitted assets
of a company exceed certain percentages of its total 1li-
abilities.

Sec. 3. Provides that every life insurance company, or ac-
cident insurance company, or life and accident, health and
accident, or life, health and accident insurance company
incorporated or transacting such business in this state is
subject to the capital and surplus requirements imposed by
this article and is subject to the other provisions of this
chapte:, unless otherwise expressly provided by this code.

Sec. 3A. Requires fraternal benefit societies organized or
operating under the provisions of Chapter 10 of this code,
and mutual life insurance companies organized under the
provisions of Chapter 11 of this code, to be subject to the
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risk capital rules and regulations adopted by the board un-
der Section 2A of this article.

SECTION 7.06. Amends Section 2, Article 22.13, Insurance Code, by
amending Subsection (d) and adding Subsections (e), (f), and (q),

as

follows:

(d) Prohibits '~ a stipulated premium company from assuming li-
ability on, or indemnifying any one person for, any risk under
any health, accident, sickness, or hospitalization policy, or
any combination of those policies, in an amount in excess of
$10,000, unless the issued, outstanding, and stated capital of
the company is certain amounts on certain dates. Deletes the
previous amount of the capital.

(e) Authorizes the board to adopt rules and regulations re-
quiring a stipulated premium company that writes or assumes
+ife insurance, annuity contracts or health, accident, sick-
ress or hospitalization insurance for any risk in excess of
$10,000 to any one person, to maintain capital and surplus
levels in excess of the statutory minimum capital levels re-
giired by Chapter 22, Insurance Code, based on certain fac-
tors.

() Requires the rules under Subsection (e) to be designed to
assure the financial solvency of companies for the protection
of policyholders, and prohibits such rules, according to spec-
ified dates, from requiring that the total admitted assets of
a company exceed certain percentages of its total liabilities.

(g) Provides that 1if a stipulated premium company ceases to
write health, accident, sickness, or hospitalization policies,
in an amount in excess of $10,000, and so notifies the commis-
sioner, the requirements imposed under Subsection (d) are to
be " suspended until the date on which the stipulated premium
company resumes writing such policies. Requires the company,
upor such resumption, to increase its capital to the amount
required by Subsection (d).

SECTION 7.07. Amends Section 5, Article 1.10, Insu:ance‘ Code, as
follows:

Sec. 5. When a Company's Surplus is Impaired. Prohibits
impairment of the capital stock from being permitted. Prohib-
its any impairment of the surplus of a stock company, or of
the minimum required aggregate surplus of a mutual, Lloyds',
or reciprocal insurer, from being permitted in excess of that
provided by this section. Requires the commissioner, instead
of the board, having charged against a company other than a
life insurance company, the reinsurance reserve, as prescribed
by thz2 laws of this state, and adding thereto all other debts
and claims against the company, to order a company to remedy
an impairment of surplus to acceptable levels specified by the
commiscioner, or to cease to do business within this state, if
certair conditions exist.

SECTION 7.08. Amends Article 3.60, Insurance Code, as follows:

Art. 3.60. New title: IMPAIRMENT OF CAPITAL OR SURPLUS.
Prohibitis impairment of capital from being permitted for com-
panies either incorporated or authorized to do the lines of
business authorized in Chapter 3 of this code. Prohibits an
impairment of more than 90 percent of the statutory minimum
surplus required of a company under Article 3.02 from being
permitted, and prohibits an impairment of a company's surplus
required by the board promulgated risk-based capital and sur-
plus reculations from being permitted. Requires the commis-
sioner to order a company to immediately reduce the impairment
to acceptable levels specified by the commissioner or cease to
do business within this state, if the commissioner determines
that either the capital is impaired or the surplus of a com-
pany is inpaired or the surplus of a company is impaired in
excess of such permissible amount. Provides for proceedings
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to determine further actions. Deletes existing language re-
garding impairment.

SLCTION 7.09. Amends Article 1.32, Insurance Code, by adding Sec-
tion 2A, as follows:

Sec. 2A. EFFECT OF OTHER LAWS. Provides that the capital and
surplus requirements imposed by the commissioner under Section
2 of this article prevail over any other laws.

ARTICLE 8. REGULATION OF HOLDING COMPANIES

SECTION 8.01. Amends Sections 1l(a) and (b), Article 21.49-1, 1In-
surance Code, by adding positive language concerning consistency
with the public interest. Deletes references to shareholders in
the section. :

SECTION 8.02. Amends Sections 2 and 3, Article 21.49-1, Insurance
Code,.as follows:

Sec. 2. DEFINITIONS. (b) Makes nonsubstantive change.
(c) Amends the definition of "control."

(h) Adds language to include farm mutual insurance compa-
nies under the definition of "insurer."

(n) Defines "immediate family."
(o) Defines "ultimate controlling person."

Reaesignates previous Subsection (n), which exempts certain
small insurance holding companies from the provisions of
this article, as Subsection (p).

Secz. 3. REGISTRATION OF INSURERS. (a) Makes conforming
changes. Deletes the optional requirement to register within
60 days of the effective date of this article.

(b) Requires every insurer subject to registration to file
a registration statement in the format adopted by the com-
missioner or the board. Lists additional information to be
included on the format. Makes conforming changes regarding
vhe commissioner and the board.

(c) Makes conforming changes regarding the board and the

commissioner. Provides that each dividend or distribution
to shareholders is material for the purposes of this sub-

section. :

(¢) Makes conforming changes and deletes reference to
fcrms.

(e) New subsection: Registration Statement and Amendment.
Requires the registrant to file an amendment, updating the
registration statement, within 120 days after the last day
of each fiscal year of the controlling person of the insur-
ance holding company system. Requires the registrant to
file a completely restated, up-to-date registration state-
men: in the format required consolidating any amendments,
within 120 days after the last day of each calendar year
ending in a five or a zero. Provides that the registrant
is rot reguired to file an annual amendment in the year it
files its five-year update.

(f)-1i) Reletter the subsections.

(j) Reletters the subsection. Makes conforming changes.
Provides that a disclaimer filed under this subsection does
not relieve a person of the duty to comply with the re-
quirements of Sections 5(a) through (c) of this article.

(k) Reletters the subsection.
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SECTION 8.03. Amends Sections 4(b) and (d), Article 21.49-1, In-
surance Code, as follows:

(b) 'Adds trends in the insurer's investment portfolio as a
fac%or in consideration of the adequacy of an insurer's sur-
plus. Makes conforming changes.

(d) (2) (i1) Adds language stating that modifications to re-
insurance treaties or agreements in the 1list of +trans-
actions require notification of the commissioner.

(3) (3) Prohibits a domestic insurer from entering into sep-
arate transactions with persons within the holding company
svstem as part of a plan to avoid the statutory threshold
amount and thus avoid review. Allows the commissioner to
consider such transactions.

. SECTION 8.04. Amends Section 5, Article 21.49-1, Insurance Code,
by amending Subsections (a), (c), (e), and (f), and adding Sub-
sections (j) and (k), as follows: '

Sec. 5. (a) Makes conforming changes. BAmends the definition
of "domestic insurer" to provide that a person controlling a
domes:ic insurer shall not be considered primarily engaged in
the business of insurance only if that person meets each of
certain tests set forth. :

(c) Makes conforming changes. Requires the public hearing
for determining commissioner approval of acquisition of
control to be held within 45 days, rather than within 30

days. Requires the commissioner to make a determination
within 60 days, rather than 30, after the record of the
hearing 1is closed. Allows the matter to be placed on the

comr.issioner's contested case docket to hear any pre-
hearing matters and motions permitted under Article
6252-13a, V.T.C.S. at any time after submission or
resubmission to the commissioner of a statement filed under

Subsaction (a). Requires completion of an acquisition of
contzol of a domestic insurer within 90 days of the commis-
sioner's approval, unless an extension 1is granted. Re-

quires any increase in such a company's required capital
and csurplus to be completed within 90 days, and before the
compény writes any new insurance business.

(e) Makes conforming éhanges.
(f) Makes conforming changes.

(j) Subjects an entity that holds a certificate of author-
ity granted by the State Board of Insurance or the commis-
sioner and that violates this code to the sanctions
authorized under Section 7, Article 1.10, of this Code.

(k) Provides a maximum civil penalty of $10,000 for each
willful or knowing violation of this article regarding the
reporting of transactions or investments. Requires the
commissioner to consider the appropriateness of the penalty
with vrespect to the gravity of the violation, the history
of previous violations, and any other pertinent matters.

SECTION 8.05. Amends Sections 6A, 10, 12, 13, and 14, Article
21.49-1, Insurance Code, as follows:

Sec 6A. VALUATION OF INVESTMENT IN A SUBSIDIARY OR AFFILIATE.

(a) Makes conforming changes. Deletes certain language re-
garding the valuation of investment in a subsidiary or affil-
iate.

(b) Redesignates existing Subsection (c) into this sub-
section.

(c)-(f) Reletter the subsections.
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Sec. 10. CONFIDENTIAL TREATMENT. Makes conforming changes.
Grants access to confidential information pursuant to Sections
3 and 9 to authorized law enforcement officials, any district
attorrey of this state, the attorney general, and any grand
jury, performing their respective duties.

Sec. 12. INJUNCTIONS: PROHIBITIONS AGAINST VOTING SECURITIES:
SEQUESTRATION OF VOTING SECURITIES. Makes conforming changes.
Deletes references to shareholders.

Sec. 13. CRIMINAL PROCEEDINGS. (a) Provides for fines of up to
$50,00( per violation, in addition to any civil or administra-
tive penalty for any insurer willfully violating this article.
Provides that any person willfully violating this article may
be fined, in that person's individual capacity, up to $10,000
per violation, in addition to any civil or administrative pen-
alty, or if such willful violation involves deliberate perpe-
tration of a fraud upon the department, an insurer, any
subsidiary or policyholders, that individual may be imprisoned
for up <o five years or both. Makes conforming changes in the
language. '

(b) Provides for fines of up to $10,000 per violation,
imprisonment, or subjection to the penalties provided by
Article 21.47 of this code, for false statements. Requires
fines to by paid by the violator in that person's individ-
ual capacity.

Sec. 14. RECEIVERSHIP. Makes conforming changes.

ARTICLE .9, PUBLIC REPRESENTATION

SECTION 9.01. Amends Chapter 1, Insurance Code, by adding Article
1.35C, as follows:

Art. 1.35C. PUBLIC REPRESENTATION. (a) Requires at least one-
half of “the membership of each advisory body appointed by the
board or the commissioner to represent the general public.

(b) Prchibits certain persons from serving as a public rep-
resentative.

SECTION 9.02. Amends Sections 6A(b) and (c), Article 1.14-2, 1In-
surance Code, as follows:

(b) Requives the stamping office to exercise its powers
through a hoard of directors established under Subsection (c).
Adds languige that includes surplus lines insurers in evalu-
ation of eligibility.

(c) Requires the stamping office board of directors to consist
of nine members who serve terms as stated in the plan of oper-
ation. Requires at least four of the members to represent the
general punlic. Sets forth persons who are prohibited from
being a pub..ic representative.

SECTION 9.03. Amends Section 5(d), Article 1.14-3, Insurance Code,

" . to require the election of nine directors, with four of those mem-

bers to represent the public interest.

SECTION 9.04. Am=nds Section 4(a) and (c), Article 3.77, Insurance
Code,as follows:

(a) Provides that the pool is governed by a board of directors
composed of nine, instead of 12, members.

(b) Provides for the composition of the board.

SECTION 9.05. Amends Section 14(b) (1), Article 9.48, Insurance
Code, (Texas Title Insurance Guaranty Act), to increase the number
of directors fromn seven to nine. Reguires four directors to be

public representatives. Increases the staggered term from 4 vyears

H.B. 2 PAGE 36




to 6 vears. Provides that the terms of four members expire each
odd-numbered year.

SECTION 9.06. Amends Sections 36(a) and (b), Article 20A.36,
vV.T.C.S., as follows:

(a) Sabstitutes "commissioner of insurance" for "State Board
of 1Insurance." Deletes language regarding committee composi-
tion. Provides for the membership of the committee. Sets
forth conditions of ineligibility for membership.

(b) FEkequires reports regarding health maintenance organiza-
tions to be provided to the committee at meetings. Provides
for the confidentiality of information secured in meetings,
and provides for the filing and reporting of reports.

SECTION 9.07., Amends Section 9, Article 21.07-4, Insurance Code,
to provide that the advisory board is composed of nine members in-
stead of five. Requires four members to be representatives of the
general public. Sets forth persons who are prohibited from being a
public representative.

SECTION 9.08. Amends Section 5c, Article 21.14, Insurance Code, as
follows: .

Sec. 5¢. ADVISORY COUNCIL. (a) Creates this subsection from
existin¢ text. Provides that the advisory council has nine
members.

(b) Fequires four of the members of the advisory council to
be comnposed of representatives of the general public. Pro-
hibits certain persons from being public representatives.

SECTION 9.09. Amends Section 14B(l), Article 21.28-C, Insurance
Code (Texas Property and Casualty Insurance Guaranty Act), to in-
crease the rumber of directors from eight to nine. Requires five
members to be representatives of the general public. Prohibits
certain persors from being public representatives. '

SECTION 9.10. Amends Section 7(1), Article 21.28-D, Insurance Code
(Life, Acciden:, Health and Hospital Service Insurance Guaranty As-
sociation Act!, to requires four members to be representatives of
the general public. Provides for six year staggered terms, with
the terms of four members expiring each odd numbered year. Prohib-
its certain persons from being public representatives.

SECTION 9.11. Amends Section 6, Article 12,49-3, Insurance.Code,
as follows:

Sec. 6. DIRECTORS. (a) Creates this subsection. Provides
that they are to be selected, instead of elected. Sets forth
the requircd composition.:

(b) Provides that members of the association's board of di-
rectors take office on October 1 each year. Deletes out-
dated language.

SECTION 9.12. (a) Effective date for Section 9.12A: September 1,
1991.

(b) Provideg the deadline for appointments of members, and
provides for the expiration of terms of existing members.

SECTION 9.13. 2mends Section 6, Article 21.49-3C, Insurance Code,
as follows:

Sec. 6. BOAR) OF DIRECTORS.

(c) Requires four directors to be members of the general
public. NMakes a conforming change.

(d) Requires some directors to be representatives of the
insurance industry.
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‘e) Prohibits certain persons from being public represen-
tatives.

SECTION 9.14. Amends Sections 6(a) and (b), Insurance Code, as fol-
lows:

(a) Requires at least four of the members of the board to be
reprasentatives of the general public. Prohibits certain per-
sons from being public representatives.

(1») Provides for the terms of office of the board.

ARTICLE 10. MOTOR VEHICLE SAFETY RESPONSIBILITY

SECTION 10.01. Amends Chapter 88, Article 6675a-1, V.T.C.S. by
adding Sec=:ion 2a, as follows:

Sec. 2a. (a) Provides that the owner of a motor vehicle must
submit with the application for registration evidence of fi-
nancizl responsibility that is currently valid.

(b) Provides that the county tax collector may not register
the motor vehicle if the owner fails to submit evidence of
financial responsibility.

(c) Provides for examination of the evidence of financiél
responsibility by the county tax collector.

(d) Lists evidence satisfying the requirement of this sec-
tion.

(e) Provides for a statement to be issued to the person
registering the vehicle, that the vehicle may not be oper-
ated unless minimum coverage is obtained.

(f) Frovides that failure of a person to submit evidence of
finarcial responsibility and refusal of the tax collector
to register the vehicle does not make the county tax col-
lector liable. '

(g) Grants immunity from 1liability to the county, the
county tax collector, a deputy county tax collector, and
any person acting for .such entities, for registering a mo-
tor vehicle under this section.

(h) Provides that this section does not prohibit registra-
tion by mail. '

SECTION 10.02. Amends Section 6, Article 6687b, V.T.C.S., by add-
ing Subsection (c), as follows:

(c) Requires an application for an original or renewal driv-
er's license to be accompanied by evidence of financial re-
sponsibility or a statement that the applicant does not own a
motor vehicle for which maintenance of financial responsibil-
ity is required. Outlines procedures.

SECTION 10.03.  Amends Section 140(a), Article 67014, V.T.C.S.
(Uniform Act Reculating Traffic on Highways), as follows:

(a) Requires the owner or operator, at the time of inspection,
to furnish evidence of financial responsibility. Authorizes
the evidence of financial responsibility to be shown in the
manner specified under Section 1B(b), Article 6701h, V.T.C.S.
Prohibits an inspection certificate from being issued for a
vehicle for which the owner or operator fails to furnish the
required ev:.dence of financial responsibility. Exempts an in-
spection facility or station from liability to any person for
issuing an inspection certificate based on evidence of finan-
cial responsibility submitted to the facility or station. Au-
thorizes the inspection facility or station to rely on an oral
binder if the inspection facility or station is the seller of
the motor vehicle.
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SECTION 10.04. Amends Section 1B(b), Article 6701h, V.T.C.S.
(Texas Motor Vehicle Safety-Responsibility Act), to outline evi-
dence of financial responsibility. Adds a liability policy in at
least the minimum amounts. Requires the address of each insured
and the make and model of each covered vehicle. Provides that cer-
tain other certificates satisfies the requirements of evidence of
financial responsibility.

SECTION 10.05. Amends Section 1lC(a), Article 6701h, V.T.C.S.
(Texas Motor Vehicle Safety-Responsibility Act), as follows:

Sec, 1C. (a) Provides that operation of a motor vehicle in
vioiation of Section 1A of this Act is a misdemeanor
punishable by a fine of between $175 and $350. 1Increases the
penalty for a person who has been previously convicted of an
offense to a fine of between $350 and $1,000. Provides for a
reduction of the fine for a first offense in the case of eco-
nomi: hardship.

SECTION 10.06. Amends Section 1F, Article 6701h, V.T.C.S. (Texas
Motor Veh:cle Safety-Responsibility Act), by adding Subsections
Ac), (d), (e), (f), and (qg), as follows:

(c) Requires the court to order impoundment of the motor ve-
hicle upon a second or subsequent conviction for an offense
under Section 1C(a) (1) of this Act. Provides for impoundment
for a duration of 180 days. Requires the sheriff of the
countyv of court jurisdiction to impound the vehicle. Requires
the «¢ourt to impose a cost of $15 a day for the impoundment
expensce.

(d) No transfer of the impounded vehicle is authorized unless
the court permits it. If title is transferred by foreclosure,
sale on execution, cancellation of a conditional sales con-
tract, or judicial order, the court must order release of the
vehicla.

(e) Lequires the defendant to apply to the court for release
of the impounded vehicle and submit evidence of financial re-
.sponsikility. Provides for time limits for coverage,

(f) Lists the evidence satisfying requirements of Subsection
(e) of -his section.

(g) Recuires a vehicle to be released by the sheriff upon re-
ceipt of a release from the court and payment of the costs of
impoundnient.

SECTION 10.07. Amends Section 4.202(a), Article 6702-1, V.T.C.S.
(County Road and Bridge Act), as follows:

(a) Requires each county tax assessor-collector, as compen-
sation ‘for services under the laws relating to the registra-
tion of vehicles, to receive a uniform fee of $1.90, instead
of $1.5(, for each of the receipts issued each year pursuant
to those laws. :

SECTION 10.08. Amends Section 1D-2, Article 670l1h, V.T.C.S., as
follows: '

Sec. 1D-.. Makes a conforming change to this section, which
provides & defense to prosecution of a charge of failure to
maintain financial responsibility, to refer instead to a de-
fense to prosecution of an offense under Section 1C(a) (1) of
this Act.

SECTION 10.09. Amends Section 1F(a), Article 6701h, V.T.C.S., fol-
lows:

Sec. 1F. 'a) Makes a conforming change to this section, which
provides for a second or subsequent conviction of failure to
maintain financial responsibility, to refer instead to such
conviction of an offense under Section 1C(a) (1) of this Act.
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SECTION 17.10. Amends Section 1H, Article 6701h, V.T.C.S., as fol-
lows:

Sec. 1H. NOTICE OF LICENSE SUSPENSION. (a) Makes technical
and conforming changes. Changes the language of the citation
to read "A second or subsequent conviction of an offense under
the Texas Motor Vehicle Safety-Responsibility Act."

(k) Makes a conforming change.

SECTION 1).11. Amends Section 24(a), Article 670l1h, V.T.C.S., as
follows:
-(a) Requires the Department, on filing of a valid bond, to

issue to the person named as principal in the bond a certif-
icate of compliance with this section.

ARTICLE 11. MISCELLANEOUS AND CONFORMING AMENDMENTS

SECTION 11.31. Amends Section 3.70(a), Article 8308-3.70, V.T.C.S.
(Texas Worker's Compensation Act), to delete office of consumer
protection and add public insurance counsel.

SECTION 11.(2. Amends Article 1.15A, Insurance Code, as follows:

Sec. 3. DEFINITIONS. Redefines "accountant." Deletes the
definition of audited financial report. Makes conforming
changes, renumbers sections.

Sec. 4. New title: EXEMPTION. (a) Authorizes an insurer
otherwite subject to this article that has less than $1
million in direct premiums written in this state during a cal-
endar year or that has less than a total 1,000 policyholders
and certificate holders at the end of a calendar year, except
as provided by Subsections (b) and (c) of this section, to
submit an affidavit that specifies the amount of direct premi-
ums written and its total number of policyholders and certif-
icate holders, 1in lieu of the annual examination required by
this art:icle for that calendar year, and requires such insurer
to be exempt from the audit required by this article.

(b) 2uthorizes the commissioner to require an insurer that
is exempt under Subsection (a) of this section to comply
with this article if the commissioner finds that the insur-
er's compliance 1is necessary for the commissioner to ful-
fill the commissioner's statutory responsibilities.
Requires this subsection to not apply to an fraternal bene-
fit society qualifying for an exemption under Subsection
(a) and that has not direct premiums written in this state
for accident and health insurance during a calendar year.
Deletes language regarding an affidavit.

(c) Provides that an insurer that has assumed premiums of
$1 million or more under reinsurance agreements is not ex-
empt under Subsection (a) of this section.

Sec. 5. EXEMPTION FOR INSURERS UNDER . SUPERVISION OR
CONSERVATOESHIP. Deletes this section.

Sec. 6. EXEMPTION FOR INSURERS FILING AUDITS IN ANOTHER
STATE. (a) Allows a foreign or alien insurer in another state
to be exemp: under certain listed circumstances.

(b) Sets certain filing requirements.

Sec. 7. FINANCIAL HARDSHIP EXEMPTION. (a) Deletes references
to a financial hardship examination.

(b) Authorizes the commissioner, with an éexception, to
grant an exemption under this section if the commissioner
finds, after review of the application, that compliance
with this rule would constitute a severe financial or or-
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ganizational hardship on the insurer. Provides that an ex-
emption may be granted at any time and from time to time
for a specified period or periods.

(¢) Provides exceptions to Subsection (b).

(¢) Authorizes an insure that is aggrieved by a determi-
nation of the commissioner under this section  to appeal
that determination under Article 1.04 of this code. ‘

Deletes existing Section 7.

Sec. 3. BOARD'S AUTHORITY. Allows the board to perform an ex-
amina%ion of any insurer. This article does not prohibit or
limit this authority.

Sec. $. FILING AND EXTENSIONS FOR FILING OF ANNUAL AUDITED
FINANCIAL REPORTS. (c) Allows the commissioner to require an
insurer to file the audited financial report before June 30,
upon aotification at 1least 90 days before the report filing
date.

(d) Requires the commissioner to order an audit at the cost
of the insurer, if the insurer fails to comply with this
article. Provides for amounts collected under this sec-
tior.

Sec. 10. CONTENTS OF AUDITED FINANCIAL REPORT. (b) Adds "a
statement of cash flows" to the list of what the audited fi-
nancial report must include. Deletes "changes in financial
position.”

(c) Adds 1language that requires the report to include any
notes required by the NAIC annual statement instructions or
by generally accepted accounting principles. Requires a
summary of ownership of the insurer and the relationship of
the insurer to any affiliated company.

(e) Sets forth filing requirements for insurers who did not
retain an 1ndependent CPA to perform an annual examlnatlon
for the previous year.

Sec. 10A. CANADIAN OR BRITISH INSURERS. (a) As added, pro-
vides that an insurer. domiciled in Canada or the United
Kingdom may file the annual statement on the form filed by the
company in the country of domicile.

(b) Requires the accountant to register under Section
11(a) of this article along with a statement of knowledge
of this article and agreement of conformity to same.

Sec. 11. DESIGNATION OF ACCOUNTANT. (b) Requires the regis-
tration to be accompanied by a statement signed by the ac-
countant showing knowledge of requirements of this article.

(c) & (d) Reletter subsections and make conforming
changes,

Sec. 12. (CUALIFICATIONS OF ACCOUNTANT. (a) Sets out standards
required fcr acceptance of an audited financial report from an
accountant and required certifications.

(b) Limits the number of consecutive years a partner or
other responsible party may render a report for an insurer
to seven years. The limitation does not apply if it would
be unfair because of unusual circumstances. Sets forth
standards which the commissioner may consider.

(c) Prohibits the commissioner from accepting an audited
financial report from certain individuals.

(d) Allows the commissioner to hold a hearing to determine

if an accountant is qualified and independent, and to rule
on such gqualification and independence.
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(e) Allows the commissioner to order an insurer to replace
an accountant ruled not qualified or independent.

Sec. 12A. REDESIGNATION OR DISMISSAL OF ACCOUNTANT. (a) Re-
guires the insurer to notify the department of the resignation
or dismissal of the accountant who signed an audited financial
report. Specifies time for such notice.

'b) Requires the insurer to file a written statement within
vhe specified time advising the commissioner of any rele-
vant disagreements between the company and the accountant,
including information concerning the resolution of the dis-
agreements.

(z} Requires the insurer to file a written request or a
statement obtained from the accountant stating the account-
ant's agreement or disagreement with the insurer's state-
ment.,

Sec. 13. CONSOLIDATED OR COMBINED AUDITS. (a) Allows filing
of &udited combined or consolidated financial statements in
certein circumstances. :

(b) Makes conforming changes. Applies to a qualified ac-

coiantant.
(c’ Makes conforming changes. Deletes former Subsection
(4, .

Sec. 14. SCOPE OF ACCOUNTANT'S EXAMINATION AND REPORT. (b)

Deletes language that refers to other procedures that the ac-
countant considers necessary. Requires consideration be given
to certain other procedures. )

(c) Deletes this subsection.

Sec. 1i.. NOTIFICATION OF ADVERSE FINANCIAL CONDITION. (a)
Requires an insurer to require the accountant to notify the
board ¢f directors or the audit committee of the insurer upon
certair listed determinations.

(b) Provides that the insurer must furnish a copy of the
accountant's written notice. Provides for further notice of
same to accountant and commissioner.

(d) ¢tates that an accountant is not liable for a statement
made under Subsections (a) and (b), if such statement is
made in good faith.

Sec. 16. New title: REPORT OF SIGNIFICANT DEFICIENCIES IN

INTERNAL CONTROL. (a) Requires the insurer to submit the re-
quired written report of significant deficiencies.

(b) Provides for annual filing of the report.

(c) Provides for the form of the report.
Sec. 16A. . ACCOUNTANT'S LETTER OF QUALIFICATIONS. (a) Requires
the audlted report to be accompanied by a letter from the ac-

countant. Sets forth the requirements of the letter.

(b) Do¢s not prohibit the accountant from using any appro-
priate staff.

Sec. 17. DEFINITION, AVAILABILITY, AND MAINTENANCE OF AC-
COUNTANT WORK PAPERS. (b) Requires the accountant to make work
papers and records of communications available for review by
the department's examiners. Requires such documentation to be
retained no longer than seven years.

(c) Substitutes department for board.

(d) Deletes this subsection.

2 PAGE 42




Sec. 18. REPORTS ©PREPARED IN ACCORDANCE WITH GENERALLY AC-
CEPTED ACCOUNTING PRINCIPLES. Deletes this subsection.

SECTION 11.03. Amends Chapter 21E, Insurance code, by adding Arti-
cles 21.55, 21.56, 21.57, 21.58, 21.58A and 21.58B, as follows:

Art. 21.55. PROMPT PAYMENT OF CLAIMS

Sec., 1. DEFINITIONS. Defines "claimant," "business day,“
"claim," "insurer," "notice of claim.”

Sec., 2. NOTICE OF CLAIM. (a) Lists actions required by an
insurer, no later than the 15th business day after receipt of
claim, or 30th business day if the insurer is an eligible sur-
plus lines insurer. ‘

(b) Requires the insurer to make a record if the acknowl-
edgement of the claim is not made in writing.

Sec. 3. ACCEPTANCE OR REJECTION OF CLAIMS. (a) Requires no-
tification of acceptance or rejection and sets time for same.

() Provides for notice and time for notice in loss result-
irng from suspected arson.

(c) Requires reasons for the rejection of a claim.

(d} Requires reasons, if the insurer needs additional time
to accept or reject the claim.

(e) Provides time requirement under Subsection (d).

(f}] Requires an insurer that delays more than 60 days in
‘'settling a claim after all items, statements, and forms are
received to pay to the claimant damages and other items as
provided for in Section 6 of this articles.

(g) Provides that the requirements of Subsection (f) do not
apply if it is determined as a result of arbitration or
lit.gation that a claim received by an insurer is invalid
and therefore should not be paid by the insurer.

Sec. 4. PAYMENT OF CLAIMS. Requires payment of a claim
within a specified time limit.

Sec. 5. EXEMPTION. Exempts title insurance, fidelity, surety,
and guaranty bonds, and marine insurance, except for inland
marine insurance governed by Article 5.53 of this code, or for
a guaranty association created and operating under Articles
9.48, 2..28-C, or 21.28-D of this code. Provides an excep-
tion.

Sec. 6. DAMAGES. Requires the insurer, in all cases where a
claim is¢ made pursuant to a policy of insurance and the
insurer liable therefor shall not be in compliance with the
requirements of this article, to be liable to pay the holder
of the policy or the beneficiary making the claim under the
policy, in addition to the amount of the claim, 18 percent per
annum of the amount of such claim as damages, together with
reasonab..e attorneys fees. Requires such attorneys fees to be
taxed as part of the costs of the case.

Sec. 7. CUMULATIVE REMEDIES. Provides that the provisions of
this article are not exclusive. Provides that the remedies
provided herein are in addition to any other remedy or proce-
dure provided by any other law or at common law.

Sec. 8. LIBERAL CONSTRUCTION. Requires this article to be
liberally construed to promote its underlying purpose which is
to obtain prompt payment of claims made pursuant to policies
of insurarce.
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Art. 21.,56. NOTICE OF SETTLEMENT OF LIABILITY CLAIMS. (a) Ap-
plies to casualty insurance, including policies written by a
county mutual, Lloyd's or surplus lines insurer, or a recipro-
cal or interinsurance exchange. Sets forth policies and bonds
to which this article does not apply.

(b) Requires the insurer to notify the insured of an ini-
tial offer to compromise or settle a claim, by a certain
date. '

(c) Requires the insurer to notify the insured of settle-

ment of a claim, by a certain date.

{d) Allows the board to adopt rules to implement the arti-
cle. :

te) Prohibits the provisions of this article from applying
to marine insurance other than inland marine insurance gov-
erned by Article 5.53.

Art. 21.57. WITHDRAWALS FOR PREMIUM PAYMENTS; PROHIBITED
PRACTICES. (a) Defines "account," "financial institution,"
"insurer," and "person."

() Prohibits an insurer receiving automatic premium pay-
ments through withdrawal of funds from a person's account
from increasing those premium payments to be withdrawn for
such insurance coverage unless the insurer notifies the in-
sured in a timely fashion and the insured does not object
in writing to the increase.

(c. Provides that this article does not require an insurer
to notify the person of an increase in the amount of pre-
mivm payment if the insurance contract or certificate con-
tains a schedule of increasing premiums when issued,
expressly specifies the exact amount of each premium,and
specifies the period for which each premium is payable.

(d) Provides that notification as required under this sec-
tion, for policies paid from an escrow account, must be
made at least 60 days before the increase takes effect and
that written objection must be received at least 20 days
befcre the increase takes effect.

(e) Provides that this article does not apply to a premium
payment increase that is less than $10.00 or 10% of the
prev..ous amount per month.

Art. 21.58. BURDEN OF PROOF AND PLEADING. (a) Provides that
this article applies to any insurer doing business in this
state, including certain specified insurers.

(b) Provides that the insurer, in any suit brought to re-
cover under a contract of insurance, has the burden of
proof as to any avoidance or affirmative defense that must
be afiirmatively pled under the Texas Rules of Civil Proce-
dure. Provides that any language of exclusion in the pol-
icy &nd any exception to coverage claimed by the insurer
constitutes an avoidance or an affirmative defense.

Art. 21.53A. HEALTH CARE UTILiZATION REVIEW AGENTS
Sec. 1. DPURPOSE. Sets forth the purpose of this article.

Sec. 2. [LEFINITIONS. Defines "administrative procedure act,"

"administrator," "adverse determination," “"board," ‘certif-
icate," "commissioner," "emergency care," "dental plan,"
"enrollee," "health benefit plan," "health care provider,"
"health insurance policy," "nurse," "open meetings law," "open
records law," ‘"patient," ‘"payor," "physician," "provider of
record," "utilization review," "utilization review agent,"

"utilization review plan," and "working day."
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Sez. 3. CERTIFICATION. (a) Prohibits a utilization review
agent from conducting utilization review of health care pro-
vided 1in this state unless the commissioner has granted the
ut:.lization review agent a certificate pursuant to this Act.

(b) Authorizes the commissioner to only issue a certif-
icate to an applicant that has met all the requirements of
this Act and all applicable rules and regulations of the
board.

(c) Provides that a certificate issued under this Act is
nontransferable.

'd) Provides for biennial renewal.

‘e) Requires the commissioner to promulgate certification
¢nd renewal forms to be filed under this section. Sets
torth the required content of the form.

(£) Requires the board to establish, administer, and en-
force the certification and renewal fees under this section
in amounts not greater than that necessary to cover the
cost of administration of this article.

(¢) Requires a utilization review agent to report material
cranges in information within 30 days. ‘

Sec. 4. STANDARDS FOR UTILIZATION REVIEW. (a) Requires a
utilization review agent to maintain compliance with the pro-
visions of this section. .

(b, Requires the utilization review plan to be reviewed by
a physician and conducted in accordance with standards de-
veloped with input from appropriate health care providers
and approved by a physician.

(c) Requires personnel employed by or under contract with a
utilization review agent to perform utilization review to
be uppropriately trained and qualified.

(d) Prohibits a wutilization review agent from setting or
impcsing any notice or other review procedures contrary to
the requirements of the health insurance policy or health
benefit plan.

(e) Prohibits a utilization review agent from observing,
part.cipating in , or otherwise being present during a pa-
tient.'s examination, treatment, procedure, or therapy, un-
less approved for an individual patient by the provider of
record or modified by contract.

(f) Prohibits a utilization review agent from permitting or
providing compensation or any thing of value to its employ-
ees or agents, condition employment of its employee or
agent evaluations, or set its employee or agent performance
standurds, based on standards which are inconsistent with
the provisions of ‘this article. '

(g) Avthorizes a health care provider to designate one or
more individuals as the initial contact or contacts for
utilization review agents seeking routine information or
data.

(h) Requires utilization review conducted by an agent to be
under the direction of a physician licensed to practice
medicire in the United States.

(1) Requires each utilization review agent to utilize writ-
ten medically acceptable screening criteria and review pro-
cedures which are available for review and inspection by
the comnissioner. '
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(j) Prohibits an agent from engaging in unnecessary Or un-
reasonable repetitive contacts with the health care pro-

vider or patient.

(k) Requires a reasonable opportunity to be afforded to a
health care provider to discuss the plan of treatment for a
matient and the clinical basis for the wutilization review
agent's decision. :

'1) Requires a utilization review agent to reimburse health
care providers for the reasonable costs of providing med-
.cal information.

(m) Requires a utilization review agent to establish and
mraintain a complaint system that provides reasonable proce-
dures for the resolution of written complaints initiated by
enrollees, patients, or health care providers concerning
the utilization review and to maintain records of such
written complaints for two years from the time the com-
p..aints are filed.

(r) Authorizes the utilization review agent to delegate
utilization review to qualified personnel in the hospital
or health care facility where the health care services were
or are to be provided.

Sec. 5. NOTICE OF DETERMINATIONS MADE BY UTILIZATION REVIEW
AGENT3. (a) Requires an agent to notify the enrollee of a de-
termination made in review.

(b} Specifies that such notification must be initiated
within two days after all the information necessary to com-
plete the review is received by the agent.

(c) Sets forth information the notification must include in
the event of an adverse determination.

(d) Sets forth deadlines for and methods of notification of
an adverse determination required by this section.

Sec. 6. APPEAL OF ADVERSE DETERMINATIONS OF UTILIZATION RE-
VIEW ZGENTS. (a) Requires an agent to maintain and make
availakle a written description of an appeal procedure of an
adverse determination.

(b) Requires the procedures for appeals to be reasonable,
and sets forth the contents of the procedures. '

Sec. 7. TELEPHONE ACCESS. Requires that agents have staff
availab.e on a toll-free telephone 40 hours per week, and a
telephone system to accept or record calls at time other than
normal working hours. Requires that such calls be returned
within two working days.

Sec. 8. CONFIDENTIALITY. (a) Requires agents to preserve the
"confiden:iality of medical records and other patient, physi-
cian and health care provider data.

(b) IP'rohibits disclosure: - of individual medical records
without patient written consent.

(c) Prohibits agents from publishing data that identifies a
particular physician without prior written notice to the
provider.

(d) Provides for destruction of information by the agent
when the agent determines the information is no 1loner
needed.

(e) Recuires data to be maintained by the agent in a confi-

dential manner which prevents unauthorized disclosure to
third parties.
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Sec. 9. VIOLATIONS. (a) Requires the commissioner, if the
commissioner believes that an agent has violated or is violat-
ing this article, to notify the agent of the alleged violation
and compel the production of any and all relevant documents.

(b) Authorizes the commissioner to initiate the proceedings
under this section after the 30th day after the date the
commissioner notifies the agent as required by Subsection
(a) of this section. '

(c) Provides that proceedings under this article are a con-
tested case for the purposes of Article 6252-13a, V.T.C.S.
(Texas Administrative Procedure and Texas Register Act).

'd) Sets forth authorized activities of the commissioner if
tthe commissioner determines that the utilization review
éigent has violated or is violating any provision of this
erticle. -

Sec. 10. UNLAWFUL AND PROHIBITED PRACTICES; PENALTIES. Pro-
vides that performing utilization review without a certificate
is a Class A misdemeanor. Requires the person to be punished
for a third degree felony if it is shown by trial that the
person or entity has been convicted once before of a vio-
lation.

Sec. 11. CLAIMS REVIEWS OF MEDICAL NECESSITY. (a) Requires a
review of medical necessity to be based on written screening
criteria established and periodically updated with involvement
by physicians and providers, and requires the payor's system
for such retrospective review to be under the direction of a
physic¢ian. -

(b} Requires the provider, when an adverse determination is
magce based on a retrospective review of medical necessity,
to have the opportunity to appeal the determination in the
sam2 manner as the enrollees, with the enrollee's consent.

Sec. ;2; LISTS OF UTILIZATION REVIEW AGENTS. Requires the
commissioner to maintain a list of ‘certified agents and to
provide the list to anyone upon request.

Sec. 13. AUTHORITY TO ADOPT RULES. Authorizes the board to
adopt rules and regulations to implement the provisions of
this Act. = Provides for an advisory committee to advise the
board in developing rules and requlations. :

Sec. 14, APPLICATION. Sets forth the scope of this article.

Art. 21.58B. (a) Prohibits a member or employee of the Board
of Chiropractic Examiners from acting as a consultant for any
insurance company or business, individual or utilization re-
view agent that audits chiropractic claims, charges, or ser-
vices. Defines "consultant."

(b) Requires the board to conduct a study of the need for
any acdditional, reasonable standards with regard to the re-
trospective review of medical necessity with particular
consideration of the requirements of law with regard to
prompt, fair, and equitable settlement of claims; the fea-
sibility of accepting certification by a national utiliza-
tion review accreditation organization as a method of
meeting the Section 3 certification requirements of this
Act; and the need for any reasonable requirements for coop-
eration by all parties with the utilization review process.

(c) Reguires such study to provide for input from all in-
terested parties.

(d) Requires the findings and recommendations to be re-
ported to the 73rd Legislature.

SECTION 11.04. Amends Section 9, Article 20A.09, V.T.C.S., by add-
ing Subsection (i), as follows:
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(i) Provides that Article 21.55 of this code applies to out-
of-area or emergency claims for which benefits are not as-
signed or payment is not made directly to the physician or
provider.

SECTION 11.05. Amends Sections 7, 7A, 9, 11, and 15, Article
21.28-C, Insurance Code, as follows:

Sec. 7. ASSESSMENTS. (a) Creates this section from existing
lar.guage.

(b) Creates this section from existing language. Makes
sonforming changes.

{c) Makes a conforming change.
(d) Makes a conforming change.

) Exempts impaired insurers from assessment from and af-
r being so designated.

=
1
o=

() Creates this subsection from existing text.
(¢) Creates this subsection from existing text.

Sec. 7A. PURPOSE OF ASSESSMENT. (a) Creates this subsection
from :xisting text. Provides that assessments made under this
artic.e are in addition to marshaling of assets under Article
21.28 of the code.

(b) New language stating that the section does not require
the receiver to exhaust the assets of the impaired insurer
before an assessment is made.

Sec. 9. ACCOUNTING FOR AND REPAYMENT OF ASSETS. (a) Creates
from existing language and makes a nonsubstantive change.

(b) Creates this section from existing language.
(c) Creates this section from existing lanéuage.

Sec. 11. APPROVAL OF COVERED CLAIMS. Adds language giving the
receiver discretion to modify a rejection or approval of a
covered claim. Allows the receiver to use funds from the as-
sociation to pay a covered claim prior to processing all
claims.

Sec. 15. RECOGNITION OF ASSESSMENTS IN PREMIUM TAX OFFSET.
Provides that 100 percent of any assessment shall be allowed
as a crecdit against the premium tax under Article 4.10. Al-
lows the tax credit at a rate of 10 percent per year for ten
successive years following the date of assessment. Allows the
balance of tax credit not claimed in a particular year to be
reflected as an admitted asset.

SECTION 11.06. Amends Section 5(9), Article 21.28-D, Insurance
Code, as follows:

Sec. 5. (9) Amends the definition of "premiums."

SECTION 11.07. Amends Section 19(1), Article 21.28-D, 1Insurance
Code, as follows:

Sec. 19. (1) Deletes language pertaining to assessment per-
centages. Provides that the percentage is to be 100 percent
for the <calendar vyear of issuance, reduced by 10 percent a
year for earch year thereafter for a period of 10 years.

SECTION 11.08. /mends Subsection (a), Article 21.28-E, to exempt a
fidelity, surety, or guaranty bond that is not covered by a
solvency protection arrangement from the requirement that a state-
ment be affixed to a policy.
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SECTION 11.09. Amends Section 15, Article 21.21, Insurance Code, as
follows:

Sec. 15. INJUNCTIONS. (a) Allows the Attorney General to
bring action against the person to restrain by injunction
wizhout a bhoard request.

(c) Authorizes increase in amount of civil penalty per vio-
lation from $2,000 to $10,000.

(d) Deletes language concerning 2 year limitation.

(e) Provides for a civil penalty of not more than $10,000
ner violation. Deletes reference to not to exceed $SQ,000.

{f) Provides that remedies are not exclusive and are in ad-
¢ition to remedies available by any other 1law. Deletes
previous language.

SECTION 11.10. Amends Chapter 21B, Insurance Code, by adding Arti-
cle 21.213, as follows:

Art. 21.21B. UNFAIR COMPETITION AND UNFAIR PRACTICES BY CER-
TAIN INSURERS. (a) Prohibits a risk retention group or pur-
chasing group from engaging in unlawful trade practices under
Article 21.21 of this code.

(b) Requires a risk retention group or purchasing group to
be subject to all of the provisions of Article 21.21 of
th.s code and to the rules and regulations adopted under
Article 21.21 of this code.

SECTION 11.11. Amends Section 1, Article 21.28-3,
Insurance Code, as follows:

Sec. 1. PURPOSE AND FINDINGS. Provides that where rehabili-
tation or conservation would be inefficient or impracticable,
the board is directed to promulgate rules that encourage the
merger of insurers in weak financial condition with insurers
in strong financial condition. Prohibits the rules and proce-
-dures authorized for conservatorship from being employed with-
out first following the rules and procedures promulgated to
promote the merger of insurers in weak financial condition.
Makes conforming changes.

SECTION 11.1.. Amends Section 2, Article 21.21-2, Insurance Code,

Sec. 2. PROHIBITED PRACTICES. Prohibits any insurer from en-
gaging in unfair claim settlement practices. Deletes fre-
quency requirements.

SECTION 11.13. Amends Section 3, Article 21.21-2, Insurance Code,
to delete lancuage specifying that an insurer who "is substantially
out of line" tchould be subjected to closer supervision by the State
Board of Insurance.

SECTION 11.14. Amends Article 21.07, Insurance Code, by adding
Section 10A, as follows: , : ‘

Sec. 10A. INELIGIBILITY BASED ON FELONY CONVICTION. (a) Pro-
vides that except as provided by Subsection (c), the depart-
ment is prohibited from issuing a license to operate as an
insurance agent to a convicted felon, whose felony involved
moral turpitude or breach of a fiduciary duty.

(b) Provides for revocation of an insurance agent's 1li-
cense. :

(c) Provides for the right to petition the commissioner for
issuance or reinstatement of the license.

(d) Limits the time when a petition for issuance or rein-

statement may be made. Allows the board to adopt rules
setting forth the contents of the petition.
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‘'e) Allows the commissioner to grant the petition under
certain circumstances.

SECTION 11.15. Amends Chapter 1, Insurance Code, by adding Article
1.14A, as follows:

Art. 1.14A. TINELIGIBILITY FOR CERTIFICATE OF AUTHORITY BASED
ON ~TELONY CONVICTION. (a) Provides that, except as provided
by Sabsection (c) of this section, certificates of authority
are prohibited from being issued to an insurance company if a
corporate officer or a member of the board of directors has
been convicted of a felony 1nvolv1ng moral turpitude or breach
of fiduciary duty.

(b) Provides for revocation of a certificate of authority.

" {c. Provides for the right to petition the comm1551oner for
isgsuance or reinstatement of the certificate.

(d) Limits the time when a petition for issuance or rein-
stetement may be made. Allows the board to adopt rules
setting forth the contents of the petition.

(e) Allows a petltlon when a convicted offlcer or director
is no longer serving in that capacity.

(f) Allows the commissioner to grant the petition under
certain circumstances.

SECTION 11.16. Amends Section 3(c), Article 21.28, Insurance Code,
as follows:

Sec. 3. (c) Allows a receiver to accept a proof of claim on a
form used for proof of claim by the insurer before the
receivership or prepared or accepted by the domiciliary re-
ceiver or a guaranty fund of another state, if the Texas re-
ceiver is the ancillary receiver. Requires that a proof of
claim b= filed under oath, unless the oath is waived by the
receiver in his sole discretion. = Makes nonsubstantive
changes.

SECTION 11.17. Amends Chapter 21, Insurance Code, by adding Arti-
cle 21.35B, as follows:

Art. 21.35B. PERMISSIBLE PAYMENTS. -(a) Prohibits a payment
from bein3y solicited or collected by an insurer, its agent, or
sponsoring organization in connection with an application for
insurance or the issuance of a policy other than premiums,
taxes, finance charges, policy fees, agent fees, service fees,
1nspectlor fees, or membership dues in a sponsoring organiza-
tion. '

(b) Provides that criminal penaities for violation of this
article are as provided for under Section 13, Article
21.49-1, of this code. :

SECTION 11.18. Amends Section 17.47(a), .Business and Commerce
Code, to delete language pertalnlng to the consumer protection di-
vision bringing actions against insurers and insurance agents with-
out board action or giving notice to board.

SECTION 11.19. Amends Section 17.60, Business and Commerce Code,
to delete language pertaining to inapplicability of this section.

SECTION 11.20. Amends Section 17.61(a), Business and Commerce
Code, to delete language pertaining to inapplicability of this sec-
tion.

SECTION 11.21. Amends Section 8(b), Article 1.14-2, 1Insurance
Code, to prohibit a surplus lines agent from placing coverage with
an unauthorized insurer unless the insurer meets eligibility re-
quirements set out in this section and the stamping office provides
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evidence that the insurer has met the requirements. Deletes out-
dated requirement dates.

SECTION 11.22. Amends Section 12, Article 21.28, Insurance Code,
by adding Subsections (d)-(g), as follows:

Sec. 12. (d) Requires an annual audit of the 1liquidator by
the ttate Auditor. :

(e) Sets forth the contents of the auditor's report.
(f) Specifies the manner of filing the auditor's report.

(g Allows a court-ordered audit of the liquidator and out-
lines the procedures for filing. :

SECTION 11.23. Amends Chapter 1, Insurance Code, by adding Article
1.35D, as follows: ‘

Art.  1.35D. TOLL-FREE INFORMATION AND COMPLAINT NUMRER. (a)
Requirezs the department to maintain a toll-free telephone num-
ber for complaint resolution purposes.

(b) Sets forth information to be provided through the toll-
free number.

(c) Reqguires a record to be kept of all inguiries and com-
plaints.

(d) Requires the department to develop a system for commu-
nicat.ing complaints received to insurers by electronic
transmission.

(e) Provides for publication of the number.

(£) Requires each insurer to provide an information bulle-
tin about each policy, including information regarding the
toll-iree number.

SECTION 11.24. Amends Chapter 21E, Insurance Code, by adding Arti-
cle 21.71, as follows:

Art. 21.71. INSURER'S TOLL-FREE INFORMATION AND COMPLAINT
NUMBER. (a) Sets forth the applicability of this section,
with exceptions.

(b) Prcvides that this article does not apply to an insurer
whose gross premium receipts are less than $2 million a
year, or to an insurer with regard to fidelity, surety, or
guaranty bonds.

(c) Requires each insurer in this state to maintain a toll-
free te¢lephone number for informative and complaint resol-
ution purposes.

(d) Requires each insurer to print on the policy the toll-
free number. Allows the board to adopt rules governing the
manner in which the number appears on the policy.

SECTION 11.25. Amends Section 14B, Article 21.28-C, Insurance
Code, by adding ¢ubdivision (3), to require each director to file a
financial statement with the secretary of state.

SECTION 11.26. Amends Section 7, Article 21.28-D, Insurance Code,
by adding Subdivision (3), to require each director of the associ-
ation to file a financial statement with the secretary of state.

SECTION 11.27. Anends Section 14(b), Article 9.48, Insurance Code,
by adding Subdivision (3), to require each director of the associ-
ation to file a financial statement with the secretary of state.

SECTION 11.28. Amends Section 1, Article 7.19-1, v.T.C.S., as fol-
lows:
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Sec. 1. (a) Creates this subsection from existing text.
Makes technical and conforming changes.

(b) Requires written certification from certain surety com-
panies that the company has reinsured the portion of the
risk in certain transactions that exceeds 10 percent of the
surety company's capital and surplus with one or more re-

insurers who are duly authorized and admitted to do busi-
ness in this state.

SECTION 1..29. Amends Section A, Article 5160, V.T.C.S., as fol-
lows:

A. Requires each bond to be executed by a corporate surety or
corporate sureties in accordance with Section 1, Article
7.19-1, V.T.C.S.

SECTION 11,30. Amends Chapter 21B, Insurance Code, by adding Arti-
cle 21.21-%, as follows:

Art. 21.21~-5. DISCRIMINATION IN RATES OR RENEWAL. (a) Re-
guires the department to conduct an ongoing study of discrimi-
nation on the basis of race, color, disability, geographical
location, religion, sex, national origin, or age in the set-
ting or use of rates or rating manuals and in the nonrenewal
of policies.

(b) Authorizes the board, on the basis of the department
study, to adopt rules to end discrimination on the basis of
race, color, religion, geographical location, or national-
origin, and, to the extent not justified by sound actuarial
principles, on the basis of disability, sex, or age, in the
setting or use of rates or rating manuals and in the
nonrenewal of policies.

SECTION 11.31. Amends Section 2, Article 21.48A, Insurance Code,
by adding Subsection (e), to subject a lender to the payment of a
substitution fee, which may not be charged to the borrower, upon
the sale or transfer of its ownership interest in real or personal
property.

SECTION 11.32. Amends Chapter 21E, Insurance Code, by adding Arti-
cle 21.79E, as follows:

Art. 21.79E. ACTION FOR AMOUNT OF DEDUCTIBLE. (a) Sets forth
the scope of 'this article. :

(b) Requires an insurer to bring an action to recover the
deduct:.ble against a third party, if the third party is 1li-
able tc the insurer or the insured for the amount of the
deductible, not later than six months after the date the
claim is made or pay the deductible to the insured.

(c) Provides that Subsection (b) of this article does not
apply .£f, not 1later than six months after the date the
claim ig made, the insurer notifies the insured in writing
that the insurer will not bring an action against the third
party ard authorizes the insured to bring the action.

(d) Provides that this article applies whether the third
party who may be liable for the amount of the deductible is
insured or uninsured.

SECTION 11.33. &2mends Section 24.08, Insurance Code, as follows:

Sec. 24.08. (b) Deletes certain language, to make nonsubstan-
tive changes.

(c) Authorizes the board or any person designated by it, in
addition “o the penalties set in Subsections (a) and (b),
to order sanctions as provided by Article 1.10, Section 7,
Insurance Code, and to issue cease and desist orders as
provided by Article 1.10A, Insurance Code. -
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SECTION 11.34. BAmends Section 3(d), Article 21.49, Insurance Code,
as follows:

(d} Redefines "Texas windstorm and hail insurance."”

SECTION 11.35. Amends Article 21.49, Insurance Code, by adding
Section 8A, as follpws:

Sec. BA. REPLACEMENT LOSS COVERAGE. (a) Provides for re-
plecement cost coverage for certain dwellings.

(b) Provides that if, at the time of loss, the total amount
of insurance applicable to the dwelling is equal to 80 per-
cent or more of the full replacement cost of the dwelling
or equal to the maximum amount of insurance otherwise
iavailable through the Association, coverage applicable to
tthe dwelling under the policy is extended to include the
full cost of repair or replacement, without a deduction for
¢epreciation. Prohibits liability for loss under the pol-
icy from exceeding the replacement cost of that part of the
dwelling damaged or destroyed, 1less depreciation, under
certain circumstances.

() Authorizes the board to promulgate rules and requ-
lations as necessary to implement this article.

SECTION 11.36. Amends Article 21.49, Insurance Code, by adding
Section 8L, as follows:

Sec. 8D. LIABILITY LIMITS. (a) Requires a policy of
windstorm and hail insurance issued by the Association under
this Act to provide coverage for any one insurable property in
certa..n stated amounts.

(b} Requires liability limits for insurance property that
is not covered under Subsection (a) of this section to be
established by the plan of operation.

(c) Provides for the adjustment of liability limits for in-
flation.

(d) Prohibits the board, notwithstanding Subsections (b)
and (c) of this section, from adjusting liability limits to
amounts lower than the amounts adopted under Subsection (a)
of this section.

SECTION 11.37. Amends Article 21.49, Insurance Code, by amending
Section 9 and adding Section 97, as follows:

Sec. 9. APPEALS. Requires a hearing on an act, ruling, or
decision of the Association relating to the payment of, the
amount of, or the denial of a particular claim to be held, at
the request of the claimant, in either the county in which the
covered property is located or Travis County.- Makes a con-
forming change. Authorizes the Association, or the person
aggrievel by any order or decision of the board, to thereafter
appeal to either a District Court of Travis County, Texas, or
a District Court in the county in which the covered property
is locatwd. Provides that an action brought under this sec-
tion 1s subject to the procedures established under Article
1.04(f), Insurance Code.

Sec. 9A. DISPUTES RELATING TO CLAIMS. (a) Authorizes any
person insured under this Act who is aggrieved by an act, rul-
ing, or decision of the Association relating to the payment
of, the anount of, or the denial of a claim to elect to bring
an action, including an action under Article 21.21 of this
code, against the Association in a court of competent juris-
diction or to appeal the act, ruling, or decision under Sec-
tion 9 of this Article. Prohibits a person from proceeding
under both Section 9 of this Article and this section for the
same act, ruling, or decision.
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(b) Provides for venue in a proceeding action against the
Association. Provides that venue is only in the District
Court of Travis County if the «claimant Jjoins the State
Board of Insurance as a party to the action.

SECTION 11.38. Amends Section 3(f), Article 21.49, Insurance Code,
to amend the definition of "insurable property" to provide that all
structures located within those areas designated as units under the
federal Coastal Barrier Resources Act and for which construction
has commenced on or after July 1, 1991, are not to be considered
insurable property.

SECTION 11.39. Amends Section 3, Article 21.49, Insurance Code, by
adding Subsections (1), (m), and (n), to define "first tier coastal
county,"” "second tier coastal county," and "seacoast territory."

SECTION 11.40. Amends Section 6A(a), Article 21.49, Insurance
Code, as follows:

(a) Provides that roofing materials satisfy the building spec-
ifications in the plan of operation if those materials pass
the UL Standard 997 or a comparable test certified by the
board and are installed as required by the board to promote
wind resistance of the materials. Sets forth those structures
to ne considered insurable property without compliance with
the ..nspection or approval requirements of this section or the
plan of operation. Sets forth that which constitutes evidence
of previous insurance.

SECTION 11.41. Amends Section 3(c), Article 21.49, Insurance Code,
to make a conforming change to the definition of "plan of opera-
tion."

SECTION 11.42. Amends Section 5, Article 21.49, Insurance Code, as
follows:

Sec. 5. New title: OPERATION OF THE TEXAS CATASTROPHE PROP-
ERTY INSURANCE ASSOCIATION; ASSOCIATION AND BOARD OF DIREC-
TORS.

(b) Deletes the provisions of this subsection regarding
temporary directors and redesignates Subsection (¢) in the
existing text.

(c) Redesignates Subsection (d) in the existing text. De-
letes language regarding the temporary board. Requires the
plan of operation of the Association to provide for the ef-
ficient, economical, fair, and nondiscriminatory adminis-
tration of the Association. Requires the board to adopt by
rule the plan of operation with the advice of the board of
directors of the Association. Provides for changes in the
plan of operation. Provides that a change proposed by the
Association does not take effect unless adopted by board
rule. :

(d) Creates this subsection. Deletes outdated language,
and requires the plan of operation, in addition +to those
requirements in the existing text, to include a plan. for
the equitable assessment of the members of the Association
to defray losses and expenses, and other provisions deemed
necessary by the board to carry out the purposes of this
Act. Makes nonsubstantive changes.

(e) Requires the board to develop programs to improve the
efficient operation of the Lssociation, including a program
design2d to create incentives for insurers to write
windstorm and hail insurance voluntarily to cover property
located in a catastrophe area, especially property on the
barrier islands. Requires the board to implement the in-
centive program not later than April 1, 1992. Requires the
progran to be designed in a way that reduces the number of
policies that are not written in the voluntary market in
catastrophe areas by not less than 10 percent by January 1,
1993, not less than 25 percent by January 1, 1994, and not
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less than 40 percent by January 1, 1995, based on the num-
ber of risks underwritten by the Association on January 1,
1991. Reguires the board to report its results to the leg-
islature on March 1 of each year beginning in 1993. De-
l=tes outdated language.

(Z) Creates this subsection from existing text.

(¢1) Provides that the board of directors of the Association
i¢ responsible and accountable to the board. Sets forth
tlie composition of the board of directors.

(h) Provides that members of the board of directors of the
Association serve three-year staggered terms, with the
terms o0f three members expiring in the third Tuesday of
March of each year. Provides that if an insurer member has
served two full terms such insurer is to provide for a rea-
‘sor.able rotation of persons designated by it to serve on
the board. ‘

(i) Requires the person appointed as provided by Sub-
sections (g) (2) and (g) (3) of this section to be from dif-
fer=snt counties.

(j) Reguires the board of directors of the Association to
elect an executive committee consisting of  a chairman,
vice-chairman, and secretary-treasurer from its membership.
Requires at least one of those officers to be a member ap-
pointed under Subsection (g) (2) or Subsection (g)(3) of
this section.

(k) Makes technical changes.
(1) Creates this subsection from existing text.

SECTION 11.42Z. Amends Section 8, Article 21.49, Insurance Code, by
amending Suksections (a) and (h), and by adding Subsection (i), as
follows:

(a) Prohibits the Association from filing changes that would
result in a reduction of coverages or an increase in an appli-
cable decuctible.

(h) Prchibits rates, including extended coverage rates, cov-
ering noncommercial risks or classes of risks written by the
Association before December 31, 1995, from _exceeding the
benchmark rates promulgated by the board under Chapter 5M, In-
surance Code, for noncommercial lines of insurance. Prohibits
rates for noncommercial lines of insurance written by the As-
sociation on or after December 31, 1991, from exceeding the
manual rate promulgated by the board under Chapter 5C, Insur-
ance Code. . Requires the board, notwithstanding Article
5.13-2, Insurance Code, to promulgate a manual rate for com-
mercial risks and classes of risks written by the Association
in accordance with Chapter 5C, Insurance Code. - Provides that
Article 5.13-2, Insurance Code, does not apply to the rates of

" insurance written by the Association. Authorizes the board to
make provision requiring catastrophe reserves as part of the
premium received on risks or classes of risks located in a ca-
tastrophe érea and requires the board to approve a catastrophe
reinsurance pool or program that is funded through the excess
of premium losses in a calendar year. Authorizes the board to
approve a tatastrophe reinsurance pool funded through assess-
ments of members in the Association.

(1) Requires the board to annually promulgate extended cover-
age rates developed on an actuarial basis. Requires rates for
windstorm ard hail insurance to be 90 percent of the extended
coverage rates, and be uniform throughout the first tier
coastal counties. Requires the catastrophe element of ex-
tended coverage rates to be uniform throughout the seacoast
territory and be based on all monoline extended loss experi-
ence of all regulated insurers authorized to do business in
the state for property located in the seacoast territory using
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the most recent 30 years' experience available. Prohibits
surcharges collected in the past and used in the development
of current manual rates from being excluded from future rate
development as long as those surcharges were collected during
the experience period used by the board.

SECTION 11.44. Amends Article 21.49, Insurance Code, by adding
Section 8E, as follows: :

Sec. B8E. REINSURANCE STUDY. (a) Requires the board to con-
duct a study relating to reinsurance coverage for windstorm
and hail insurance. Requires the board, through the study, to
determine methods to ensure that reinsurance is available on a
statewide basis, and authorizes the board to develop other
recommendations relating to the efficient provision of - rein-
sur&énce coverage regarding property and other risks insured

thrcugh the Association.

(b) Requires the board to report the results of the study
to the 73rd Legislature not later than March 1, 1993.

(z) Provides that this section expires March 2, 1993.

SECTION .1.45. Amends Article 21.49, Insurance Code, by adding
Section 1.)A, as follows: .

Sec.12A. LEGAL COUNSEL. Provides that the association is a
state agency and requires it to be represented by the attorney
general as provided by general law.

SECTION 11.46. Amends Section 1, Article 5.03-2, Insurance Code,
by adding 3ubdivision (17), to define "stolen vehicle recovery sys-
tem."

SECTION 11.47. Amends Article 5.03-2, Insurance Code, by adding
Section 6A, as follows:

Sec. 6A. CATEGORY V DISCOUNT. Allows a Category V discount
to be jranted for a motor vehicle that qualifies under Cate-
gory IV and is equipped with a stolen vehicle recovery system.

SECTION 11.48. - Amends Subsection (b), Article 1.11, Insurance
Code, as fo!lows:

(b) Recuires the expense for preparing and furnishing such an-
nual statement and other filings of the National Association
of 1Insurance Commissioners to be that of the insurer. Re-
quires there to be no other costs or expenses of any kind
levied, charged, or assessed against the insurer relating to
such filings. .

SECTION 11.4%. Article 19.02A. Authorizes a corporation organized
in Texas to &ct as attorney-in-fact for a reciprocal or inter-
insurance exchange, notwithstanding any provision of the Business
Corporation 2ct, to be organized under the Business Corporation
Act.

SECTION 11.50. Amends Article 1.16, Insurance Code, as follows:

Art. 1.16. EXPENSES OF EXAMINATIONS; DISPOSITION OF SUMS COL-
LECTED. (a) Creates this subsection from the existing text.

(b) Fequires assessments for the expenses of such domestic
examiration to be made by the State Board of Insurance upon
the corporations or associations to be examined taking into
consideration annual premium receipts, and/or admitted as-
sets <hat are not attributable to 90 percent of Pension
Plan Contracts as defined in Section 818 (a) of the Internal
Revenue Code of 1986, as amended, and/or insurance in
force. Makes a conforming change.

(c)-(f) Create subsections from the existing text.
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SECTION 11.51. Amends Section 4(d), Article 1.14-2, Insurance
Code, tc¢ require that an agent seeking to renew a surplus lines li-
cense file a completed application, and to clarify that the fee
paid is nonrefundable. Shortens the time such a license can be re-
newed after expiration from two years to 90 days.

SECTION 11.52. Amends Section 7, Article 3.75, Insurance Code, to
permit the commissioner to suspend a variable contract insurance
agent's license when the agent does not have a valid appointment to
represen’: an insurance company. Prohibits an agent whose license
has been revoked from applying for another license before the first
anniverscry of the revocation, and places the burden on the agent
to prove why a previous revocation would not bar new licensing.
Requires an agent seeking renewal of such a license to file a com-
pleted application and clarifies that the fee paid 1is
nonrefundable. Shortens the time a variable contract 1licence can
be reneweld after expiration from two years to 90 days. Permits the
agent to begin writing policies for an additional insurer on the
eighth dav following the date the board receives the completed no-
tice and fee. :

SECTION 11.53. Amends Article 9.36, Insurance Code, by deleting
the requirement that a title insurance company report to the board
each vyear the names and addresses of each of its agents. Requires
a completed application to be filed and a nonrefundable fee to be
paid in order to renew a license. Deletes the requirement for ad-
ditional licenses when an agent seeks to represent more than one
insurer ani provides that the agent seeking to be appointed to rep-
resent additional title insurance companies must file a completed
appointmen® application and pay a nonrefundable fee. Permits an
agent to begin representing the additional insurer on the eighth
day follow:ing the date the board receives the completed notice and
fee. Deletes duplicative questions from the appointment applica-
tion, and provides that an appointment need not be renewed, but
continues in effect until it is terminated. Moves from Section 2
of Section 3 of this article the requirement that insurers report
to the board the termination of an agent and relevant facts relat-
ing to the :ermination, and provides such information is confiden-
tial. Coafirms that a license continues in force for two years
rather than one. Deletes the provision allowing the board to cer-
tify continuing education programs.

SECTION 11.24. Amends Section C, Article 9.36A, Insurance Code, to
require a completed application to be filed for renewal of such a
license, and to clarify that the fee is nonrefundable. Provides
that when a1 license has been expired for not longer than 90 days,
it may be renewed by paying the renewal fee and an additional fee.
Prohibits a 1license that has been expired for longer than 90 days
from being renewed.

SECTION 11.5Y%. Amends Article 9.42, Insurance Code, to clarify re-
newal dates &nd to make clear that the fee paid is nonrefundable.
Confirms thet a 1license continues for two years rather than one
year, and shcrtens the time during which an expired license can be
renewed from two years to 90 days.

SECTION 11.5%5. Amends Article 9.44, Insurance Code, to make the
statute gender inclusive and to delete duplicative connecting
words.

SECTION 11.57. Amends Sections 15(d), (e), and (h), Chapter 20a,
Insurance Code, to clarify that a completed application must be
filed for rerewal of a health maintenance organization agent's li-
cense and that the fee paid is nonrefundable. Permits an agent to
act for an additional health maintenance organization on the eighth
day following the date the board receives the completed notice and
fee. Allows tiae board to suspend the license of an agent who does
not have an outstanding valid appointment to represent a health
maintenance orc¢anization. Shortens the time during which such a
license can be renewed after expiration from two years to 90 days.

SECTION 11.58. Amends Sections 15A(d), (e), and (i), Chapter 20A,

Insurance Code, to clarify that a completed application must be
filed for renewal of a health maintenance organization agent's 1li-
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cense and that the fee paid is nonrefundable. Permits an agent to
act for an additional health maintenance organization offering a
single health care service plan on the eighth day following the
date the board receives the completed notice and fee. Allows the
board to suspend the license of an agent who does not have an out-
standin¢ valid appointment to represent a health maintenance organ-
ization. Shortens the time during which such a license can be
renewed after expiration from two years to 90 days.

SECTION 11.59. Amends Article 21.04, Insurance Code, to designate
persons who solicit property and casualty insurance as agents of
the insurer in a controversy between the insured, his beneficiary,
or the insured's dependents and the company. Changes the connect-
ing word from "and" to "or" as it applies to all agents named--both
life, accident and health, and property and casualty agents.

SECTION .1.60. Amends Section 2(c) and (d), Article 21.07, Insur-
ance Cocde, to «clarify that each partner in a partnership seeking
licensure must be licensed individually as an agent. Makes the ar-
ticle more gender inclusive. Clarifies existing language prohibit-
ing a corporation licensed pursuant to this article from owning an
interest in another corporation also licensed pursuant to this ar-
ticle, exrcept when a corporation is a wholly owned subsidiary of a
licensee.

SECTION .1.61. Amends Sections 6 and 7, Article 21.07, Insurance
Code, to permit a health and accident insurance agent to write for
an additional insurer on the eighth day following the date the
board receives the completed notice and fee. Allows an appointment
to continue until it is terminated and makes technical changes.
Requires an agent seeking renewal of such a license to file a com-
pleted application and pay a nonrefundable fee. Deletes the re-
guirement that an agent and insurer, when giving the board notice
of the insurer's appointing an agent, also list all other insurers
the agent is then appointed to represent. Deletes the requirement
that an ingsurance carrier file a certificate each year naming those
agents for which the insurer desires to continue its appointment.
Shortens the time during which an expired license can be renewed
from two years to 90 days. Changes the time for prorating the re-
newal fee from one year to two years.

SECTION 11.62. Amends Section 10, Article 21.07, Insurance Code,
to permit the board to suspend the license of a health and accident
insurance agent who does not have an appointment to represent an
insurer.

SECTION 11.63. Amends Sections 2, 3A, 4, 9, 10, and 12, Article
21.07-1, Insurance Code, to delete the words "legal reserve," and
- to make technical changes. Deletes language regarding continuing
‘education. Deletes the requirement that an application state
whether the applicant's spouse has been licensed. Clarifies the
existing reqguirement that each person in a partnership seeking
licensure mast also be individually licensed and specifies that a
license may be issued to a general partnership to which the commis-
sioner may issue a license. Requires the renewal to be filed and
the fee to be nonrefundable. Deletes the requirement that an
insurer certify each year those agents it desires to continue ap-
pointing. Shortens the time for renewing an expired license from
two years to 90 days. Deletes the requirement that an agent state
on the application for renewal whether all or part of his efforts
are devoted to acting as a life insurance agent. Allows the board
to suspend the license of an agent who does not have an outstanding
appointment to represent an insurer.

SECTION 11.64. Amends Sections 5(a) and 5(d), Article 21.07-1, In-
surance Code, to include medicare supplement contracts and the ob-
ligations and duties of a life insurance agent among the subjects
covered on a life insurance agent's written examination. Makes the
language more gender inclusive and broadens the definitions of a
combination life insurance company and an agent to include those
that write mon*hly ordinary life insurance.

SECTION 11.65. Amends Section 8, Article 21.07-1, Insurance Code,
relating to appointment of life insurance agents to represent addi-
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tional :nsurers. It simplifies the article and makes it more
gender inclusive and deletes the requirement that an agent and
insurer, when giving the board notice of appointing an agent, also
list all other insurers the agent is then appointed to represent.
The amendment deletes the requirement that the commissioner notify
an insurer when an agent it has appointed is subsequently appointed
to represent additional insurers. New language permits a licensed
agent to act for an additional insurer on the eighth day following
the dats the commissioner receives the completed notice and fee.
The section permits an appointment to continue in effect until it
is withdr-awn by an insurer.

SECTION 11.66. Amends Section 11l(a), Article 21.07-1, Insurance
Code, to delete the words "legal reserve" and to delete the obso-
lete phrase "life insurance commissioner." ‘

SECTION 11.67. Amends Section 4, Article 21.07-3, insurance Code,
relating to managing general agents to specify that a license may
be issuel to a general partnership while the existing statute does
not specify the type of partnership to which the commissioner may
issue a license. Clarifies the requirement that each partner must
be licensed as an agent in order for the partnership to be 1li-
censed. The amendment is more gender inclusive than the current
article, «¢nd it deletes duplicative language. Requires a corpo-
ration licensed as a managing general agent to notify the commis-
sioner of any change in its officers, directors, or shareholders.

SECTION 11.68. Amends Section 9, Article 21.07-3, Insurance Code,
to be more gender inclusive. Provides that the license expires af-
ter two y=ars rather than one. Clarifies that an application must
be completid and a nonrefundable fee be paid in order to renew an
license and shortens the time during which an expired license can
be renewed from two years to ninety days.

SECTION 11.69. Amends Section 11, Article 21.07-3, Insurance Code,
by adding Subsection (e), to authorize a managing general agent to
begin acting for an additional insurance carrier on the eighth day
following tne date the commissioner receives the completed notice
and fee.

SECTION 11.70. Amends Section 14A, Article 21.07-4, Insurance
Code, to allow an insurance adjuster's license to be effective for
two years rather than one year and confirms an additional fee for
renewal must be paid when the.license has expired.

SECTION 11.71. Amends Sections 16(a), (c), (d), and (e), Article
21.07-4, Insarance Code, to provide an insurance adjuster's license
expires two years, rather than one year, after the date of issu-
ance. It clarifies that, in order to renew an insurance adjuster's
license, a completed application and nonrefundable fee must be
filed not later than the expiration date of the existing license
and simplifie¢s provisions relating to renewal. The amendment
shortens the time during which an expired license may be renewed
from two years to ninety days. :

SECTION 11.72. Amends Section 17, Article 21.07-4, Insurance Code,
relating to insurance adjusters. It makes clear that the commis-
sioner may deny the application of an applicant upon finding.the
applicant has committed certain acts. The amendment prohibits an
applicant whowe application has been denied or a licensee whose 1i-
cense has been revoked from applying for a new license until the
first anniversary of the effective date of the commissioner's deci-~
sion and places upon the applicant or licensee the burden of prov-
ing why the prior denial or revocation should not bar licensing.

SECTION 11.73. Amends Section 2, Article 21.14, Insurance Code, to
define "insurance service representative" and to make nonsubstan-
tive changes.

SECTION 11.73A. Amends Section 7, Article 21.14, 1Insurance Code,
to require the board by rule to apply different examination stand—
ards to a solicitor employed as an insurance service representative
than those applied to other solicitors.
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SECTION 11.73B. Amends Section 3(b), Article 21.14, Insurance
Code, to permit the agency to issue a local recording agent's li-
cense tc¢ a general partnership in its own name provide all partners
are active in the partnership. Confirms the prohibition against
issuing a license to a general partnership if an inactive partner
has an interest. The amendment clarifies language relating to per-
sons who reside in a town through which the state line runs.

SECTION 11.74. Amends Section 5, Article 21.24, 1Insurance Code,
relating to local recording agents, to clarify language and make
the section more gender inclusive. Simplifies language requiring
that an applicant derive at least 25% of total volume of premiums
written rom persons other than himself or from property which he
controls. Finally, the amendment provides a partnershlp cannot re-
ceive a rolicitor's license.

SECTION 11.75. Amends Section 5a(b), Article 21.14, Insurance

.Code, to correct the name of the American Institute for ‘Property
and Liability Underwriters and to simplify the notice placed on the
license »>f one writing exclusively automobile insurance. The
amendment also makes the subsection more gender inclusive.

SECTION 1..76. Amends Section 8, Article 21.14, Insurance Code,
relating to local recording agents. Requires a completed applica-
tion to be filed in order to renew a license and that the fee 1is
nonrefundible. The amendment updates the provision regarding pro-
rating of license fees under a staggered renewal system to refer to
a two-year term rather than a one-year term. Further, the amend-
ment deletes the provision stating a solicitor's license expires on
the same date as the local recording agent's license.

SECTION 11.77. Amends Section 12(a), Article 21.14, Insurance
Code, rela:ing to local recording agents to make language more
gender 1inclusive and to permit an agent to begin acting for an ad-
ditional company on the eighth day following the date the commis-
sioner reccives the completed notice and fee.

SECTION 11.78. Amends Section 14, Article 21.14, Insurance Code,
to clarify a solicitor's appointment may be terminated by the spon-
soring local recording agent or by the solicitor by filing notice
with the board and also permits a solicitor to act for a local re-
cording agent on the eighth day following the date the commissioner
receives th2 completed notice and fee.

SECTION 11.79. Amends Section 16, Article 21.14, 1Insurance Code,
to provide for the suspension of a local recordlng agent's license
during the period in which the agent does not have an appointment
to represert an insurance company. Requires the license of a
solicitor tc¢ be suspended when the solicitor's sponsoring recording
agent does rot have an active appointment. Makes conforming
changes. Provides that a license may be revoked if the commis-
sioner makes certain findings. Prohibits an applicant whose appli-
cation has bz2en denied or a licensee whose license has been revoked
from applyinjy for another license before the first anniversary of
the effective date of the denial or revocation and places on the
applicant or licensee the burden of proving why the prlor denial .or
revocation should not bar new licensing. :

SECTION 11.8C. Amends Section 20, Article 21.14, 1Insurance Code,
to delete tle exemption for traveling representatives of an insur-
ance carrier's home office from the 1licensing requirements that
such notice be sent by certified mail.

SECTION 11.8l. Amends Section 8, Article 21.14-1, Insurance Code,
to require thz filing of a completed application and payment of a
nonrefundable fee in order to renew a risk manager's license.
Shortens the “ime during which an expired license may be renewed
from two years to ninety days. Authorizes the commissioner to no-
tify the licernsee of the impending expiration of a license.

SECTION '11.82. Amends Section 2, Article 21.14-2, Insurance Code,
relating to agricultural insurance agents, to require the filing of
a completed appolication and payment of a nonrefundable fee in order
to renew a license. Provides for renewal of a license when the re-

H.B. 2 PAGE €0




quired :ees and application are filed not later than 90 days after
the expiration date. Requires the commissioner to notify the
licensee of the impending expiration of a license.

SECTION 11.83. BAmends Subsections (d), (e}, (g), and (h), Article
23.23, Insurance Code, relating to agents who solicit legal service
contracts, to «clarify that a completed application and the
nonrefundable fee must be filed in order for an agent to renew a
license. Simplifies and makes more gender inclusive the language.
Deletes the requirement that the notice of an additional appoint-
ment inclide a listing of all legal service corporations an agent
represents. Permits an agent to act for an additional corporation
on the eighth day following the date the board receives the com-
pleted notice and fee. Requires the board to suspend the license
of an agent during any period when the agent does not have an .- out-
standing appointment. Shortens the time during which an expired
license may be renewed from two years to ninety days. Brings the
provision regarding prorating of fees in line with the two year 1li-
censing period.

SECTION 11.84. Amehds Article 21.14, Insurance Code, by adding
Section 5(d1), to provide that the board has sole jurisdiction for
matters relating to continuing education of local recording agents.

SECTION 11.85. Requires the board by rule to provide for fees suf-
ficient to defray the cost of administering the Act.

SECTION 11.86. Repeals Subsections (k) and (m), Section 15A, In-
surance Code.

SECTION 11.87. (a) Amends Chapter 21C, Insurance Code, by adding
Article 21.24-1, as follows:

Art. 2..24-1. ASSIGNMENT OF HEALTH CARE BENEFIT PAYMENTS

Sec. . DEFINITIONS. Defines "covered person," "employee
benefit.," "health care provider," "health care service,"
"healtl insurance policy," "insurer," "physician," and "per-
son."

Sec. 2. APPLICATION. Provides for the application of this
Act.

Sec. 3, ASSIGNMENT OF BENEFITS. (a) Prohibits an insurer
from de.ivering, renewing, or issuing for delivery a health
insurance policy in this state that prohibits or restricts the
written assignment by a covered person of benefits provided by
the policy for health care services. ‘

(b) Prohibits this section from being construed to require
or prohibit insurers. from taking certain actions.

Sec. 4. PAYMENT IN CONFORMANCE WITH ASSIGNMENT. (a) Requires
a benefi: payment to be made by the insurer directly to a phy-
sician or other health care provider, if a written assignment
of beneflts payable for health care services is made by a cov-
ered perton and is obtained by or delivered to the insurer
with a claim for benefits.

(b) Frovides that if a written assignment of benefits is
made and delivered or obtained as provided by this section,
the insurer is relieved of the obligation to pay, and of
any liability for paying the benefits for the health care
services to the covered person.

(c) Provides that the payment of benefits under an assign-
ment does not relieve the covered person of any contractual
responsibility for the payment of deductibles and
copayments. Prohibits a physician or other health care
provider from waiving copayments or deductibles by accept-
ance of an assignment.

SECTION 11.88. Amends Article 9.57, Insurance Code, by adding Sub-
section (d), as follows:
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(d) Requires the board to adopt rules and regulations estab--
lishing standards and time schedules for implementing and han-
dling claims by title insurance companies as provided in this
article.

SECTION 11.89. Amends Section 3, Article 1.14, Insurance Code, to
authorize the board to inquire into the competence, fitness, and
reputation of any person having control of an insurance carrier.
Defines "control"” and "person" for the purposes of this section.
Makes cor.forming changes.

SECTION 11.90. Amends Sections 1, 2, and 3, Article 21.52, Insur-
ance Code, as follows:

Sec. 1. Adds a definition for "psychologist."
Sec. 2. Makes a conforming change.
Sec. 3. Makes conforming changes.
SECTION 11.91. Repealer: Article 21.35A, Insurance Code.

SECTION 11.92. Amends Section 3B, Article 21.07-3, Insurance Code,
to provide an exception. :

SECTION 11.93. Amends Section 3C, Article 21.07-3, Insurance Code,
by adding 3ubsection (f), to require a managing general agent to
submit to an examination of its financial condition and to bear the
expense of the examination.

SECTION 11.94. Repealer: Article 18.16-1, Insurance Code.

SECTION 11.95. Amends Article 1.11, Insurance Code, by adding Sub-
section (c¢), to require the attachment to the annual statement of
the opinion of a qualified actuary as to policy reserves and other
actuarial items for that agent.

SECTION 11.96. Amends Sections 1 and 2, Article 1.32, Insurance
Code, as fo.lows:

Sec. 1. Amends the definition of "insurer."

Sec. 2. Authorizes the commissioner, in certain instances, to
suspend or cancel an insurer's certificate of authority. Au-
thorizes the commissioner to use the remedies available under
this se:xtion in conjunction with the provisions of Article
1.10A of this code when the commissioner determines that the
insurer s financial condition is hazardous.

SECTION 11.97. Amends Section 2, Article 1.10A, Insurance Code, to
expand the list of reasons for which the commissioner may issue an
emergency cezse and desist order.

SECTION 11.98. Amends Section 19(a), Article 20A.19, Insurance
Code, to make a conforming change.

SECTION 11.99. Amends Section 1, Article 22.18, Insurance Code, to
make conforming changes.

SECTION 11.10C. Repealer: Article 3.55-1, Insurance Code.

SECTION 11.101. Amends Article 3.28, Insurance Code, by adding
Section 2A, as follows:

Sec. 2A. OPINION OF RESERVES. (a) GENERAL. (1) Requires ev-
ery life insurance company doing business in this state to an-
nually submit to the board the opinion of an actuary as to
whether the reserves and related actuarial items meet certain
specified requirements.

(2) Recuires the opinion to apply to all business in force.
(3) Provides for the submission of an opinion by a foreign

or alien company.
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(4) Provides that a person who certifies to an opinion un-
der this section is not liable for damages to a person
other than the insurance company covered by the opinion for
any act, error, omission, or decision, except in cases of
fraud or wilful misconduct.

(5) Provides that a company or person who certifies to an
opinion under this section and that fails to comply with or
iviolates this section or rules adopted pursuant to it is
subject to disciplinary action.

.6) Requires the preparation of a memorandum to support
¢ach opinion.

(7) Provides for the appointment by the commissioner of an
actuary if an insurance company fails to provide a memoran-
dam at the request of the commissioner.

(b) ACTUARIAL ANALYSIS OF RESERVES AND ASSETS SUPPORTING SUCH
RESERVES. Requires an opinion by the same actuary to be pre-
parecd concerning the reserves and related actuarial items of
an irsurer.

SECTION 11.102. Amends Article 3.28. Insurance Code, by adding
Sections 8A and 9A, as follows:

Sec. 3A. Provides for minimum aggregate reserves.

Sec. JA. Provides for the effect of the opinion on the stand-
ard of valuation.

SECTION 11.103. Requires the opinion submitted under Section 23,
Article 3.28, Insurance Code,to be submitted with the annual state-
ment reflecting the valuation of such reserve liabilities for each
year ending on or after December 31, 1992.

SECTION 11..04. Amends Article 1.15, Insurance Code, by amending
Section 1 and adding Sections 5 through 7, as follows:

Sec. 1. Makes conforming changes.

Sec. 5. Provides that a carrier or agent of a carrier that
fails or refuses to comply with this article or rules adopted
under it or with a request of the board or commissioner is
subject to disciplinary action. .

Sec. 6. Requires the board to adopt procedures for filing and
adoptior. of examination reports and for hearings to be held
under this article and guidelines governing orders issued un-
der this article.

Sec. 7. Provides that nothing in this article is to be con-
strued to 1limit the commissioner's authority to use any re-
ports, documents, or information discovered or developed
during the course of any examination.

SECTION 11.1(5, Amends Chapter 21E, Insurance Code, by adding Ar-
ticle 21.49-31, as follows: .

Art. 21.49-3b. JOINT UNDERWRITING ASSOCIATIONS

Sec. 1. SHORT TITLE. Provides the short title of this arti-
cle.

Sec. 2. DEFINITIONS. Defines "board," "commissioner,"
"insurer," and "joint underwriting association."

Sec. 3. ACTING WITHOUT LICENSE PROHIBITED. Prohibits an as-
sociation of insurers from acting as a joint underwriting as-
sociation in this state unless it holds a license issued under
this article.
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Sec. 4., APPLICATION, (a) Requires each association of insur-
ers that applies for a license under this article to file a
wr:tten application on forms prescribed by the commissioner.

(b) Requires the application to include certain informa-
tion.

(c) Requires the application to be sworn to by at least one
officer of the association.

Sec. 5. ISSUANCE OF LICENSE. Requires the commissioner “to
issue a license to a voluntary unincorporated association of
insurers that complies with the requirements of this article.

Sec. 6. LICENSE BY RECIPROCITY. Authorizes the board to
waive any of the license requirements for an applicant with a
valid license from another state that has substantially equiv-
alent requirements.

Sec. 7. AUTHORITY TO ACT. Provides that a joint underwriting
association may act only on behalf of members of the associ-
atiorr who are admitted and licensed to do business in this
state and may engage in only those activities it is authorized
to perform by the members of the association.

Sec. 8. REQUIREMENTS FOR LICENSED ASSOCIATIONS. (a) Requires
each association licensed under this article to file a list of
the names and addresses of its officers and directors and a
list of its members with the application for a renewal license
filed under this article. Requires the list to be sworn to by
at lei.st one officer of the association.

(b) Requires each association licensed under this article
to notify the commissioner of any change in any of the in-
formation required to be filed under this article.

Sec. 3. MAINTENANCE OF INFORMATION. (a) Requires each joint
underw:iting association to maintain at its principal adminis-
trative office adequate records of all transactions.

(b) Requires the association to maintain the records.

(c) Provides that the commissioner or the commissioner's
designee is entitled to access to those records.

(d) Provides that trade secrets are confidential, with an
exception. ,

Sec. 10. INDEPENDENT AUDITS AND EXAMINATION. Provides for
audits end examinations of the books of joint underwriting as-
sociaticns by the board.

Sec. 11. TERM OF LICENSE; RENEWAL. Provides that the term of
a license 1issued under this article is three years, and pro-
vides for the renewal of the license.

Sec. 12. FEES. Provides for the payment of a fee not to ex-
ceed $2(0 at the time of the filing of an application for an
original or renewal license. -

Sec. 13. DENIAL, REFUSAL, SUSPENSION, OR REVOCATION OF LI~
CENSE. Provides that a license may be denied, refused, sus-
pended, or revoked for certain specified reasons.

Sec. 14. NOTICE; HEARINGS. Provides for notice and hearings
before the¢ denial, suspension, or revocation of a license.

Sec. 15. EXEMPTION. Provides that this article does not ap-
Ply to the transaction of life, health, or accident insurance
business.

Sec. 16. DISPOSITION OF FEES. Requires fees collected under

this article to be deposited in the state treasury to the
credit of the State Board of Insurance operating fund. Pro-
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hibits the appropriation of funds from the general revenue
fund to administer this article.

Sec. 17. VIOLATIONS; ENFORCEMENT. Provides for the enforce-
mer.t of this article.

Sec. 18. Provides that a joint underwriting association is
not required to hold a license issued under Article 21.49-3b,
Insarance Code, before January 1, 1992,

SECTION .1.106. Amends Section 3(a) Article 3.50-2, Insurance
Code, to define "serious mental illness."

SECTION 11.107. Amends Section 5(j), Article 3.50-2, Insurance
Code, to make a conforming change.

SECTION 11.108. Amends Section 3(a), Article 3.50-3, Insurance
. Code, to Jefine "serious mental illness." 4 '

SECTION 11.109. Amends Section 4A, Article 3.50-3, Insurance Code,
to make conforming changes.

SECTION .1.110. Amends Article 3.51-5A, Insurance Code, to define
"serious nental illness" and make conforming changes.

SECTION 11.111. Amends Chapter 3E, Insurance Code, by adding Arti-
cle 3.51-14, as follows:

Art. 3.51-14. MANDATORY PROVISION OF BENEFITS FOR CERTAIN SE-
RIOUS MENTAL ILLNESS.

Sec. .. DEFINITION. Defines "serious mental illness."

Sec. z. MANDATORY COVERAGE; EXEMPTION. Requires coverage of
serious mental illnesses, with exceptions. ‘

‘Sec. 3. LEVEL OF COVERAGE. Provides the minimum level of
coverajye under this article.

SECTION 11..12, Provides the effective date of the previous six
sections of this act.

SECTION 11.113. Amends Section 3(a), Article 3.50-2, by amending
Subdivisions (2), (4), (5), (11), (16), (17), and (18), and adding
Subdivisions (19) through (22), as follows:

Amends the definitions of "annuitant," "department," "em-

ployee,” "trustee," "basic coverage," and "cafeteria plan."
Adds de:initions for "institution of higher education,” "The
University of Texas System," "The Texas A&M University Sys-
tem," "Texas Tech University," and "University of Houston Sys-
tem." .

SECTION 11.114. Amends Article 3.50-2, Insurance Code, by adding
Section 3A, to provide that certain institutions of higher educa-
tion may elec: to participate in the Texas Employees Uniform Group
Insurance Benefits Program. Requires those institutions to notify
the trustee o7 its decision no later than April 1, 1992.

SECTION 11.11:. Amends Section 4B, Article 3.50-2, Insurance Code,
by adding Subsection (e), to authorize the trustee to delegate the
duties of the executive director under this section to another em-
ployee of the ERS and to delegate its duties to hear appeals to the
executive dire:tor.

SECTION 11.116. Amends Section 18, Article 3.50-2, Insurance Code,
to provide for changes in the membership and duties of the Group
Benefits Adviscry Committee.

SECTION 11.117. Amends Section 830.002, Government Code, by adding
Subsection (c), to require the Texas Higher Education Coordinating
Board to develop policies, practices, and procedures as necessary
to provide greater uniformity in the administration of the retire-
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ment annuity insurance program available to employees of Texas
state colleges and universities.

SECTION 11.118. Amends Chapter 830A, Government Code, by adding
Section 830.006, as follows:

Sec. 830.006. REPORTS FROM INSTITUTIONS. (a) Requires the
governing board of each institution of higher education, to
annually submit a report to the coordinating board that in-
cludes information concerning the number of participants and
the @¢mount of contributions.

() Requires the governing board of each institution re-
guired to file a report under Subsection (a) to keep re-
cords, make certifications, and furnish to the coordinating
board information and reports.

(c) Requires the coordination board to prepare the  report
reqquired by Subsection (a) and to maintain the information
required by Subsection (b) with respect to its own employ-~
ees .

SECTiON 11.119. Amends Section 2, Article 3.50-3, Insurance Code,
to make corforming changes.

SECTION 11.120. Amends Section 3, Article 3.50-3, Insurance Code,
to make conforming changes.

SECTION 11.121. BAmends Section 4, Article 3.50-3, Insurance Code,
to make con:lorming changes. Authorizes an institution to join with
another institution to procure one or more group contracts with any
insurance cocmpany authorized to do business in this state.

SECTION 11.122. Amends Section 4A, Article 3.50-3, Insurance Code,
to make conforming changes.

SECTION 11.123. Amends Sections 5, 7, 8, 13, 14, 15, 15aA, 16, and
17, Article 3.50-3, Insurance Code, to make conforming changes.

SECTION 11..24. (a) Repealer: Section 4A, Article 3.50-3, Insur-
ance Code.

(b) Repealer: Sections 4B and 6, Article 3.50-3, Insurance
Code.

(c) Repealer: "Section 11lA, Article 3.50-3, Insurance Code.
ARTICLE 11A.

SECTION 11A.(l. Amends Section 2, Article 20A.02, Insurance Code,
to amend the cdefinition of "health care."

SECTION 11A.02. Amends Section 2, Article 20A.02, Insurance Code,
to amend the dzfinition of "health care services."

SECTION 11A.03. Amends Section 2, Article 20A.02, Insurance Code,
to amend the definition of "provider."

SECTION 11A.04. Amends Section 14, Article 20A.14, Insurance Code,
by adding Subsection (h), to provide for an annual period in which
providers and rhysicians in the geographic service area of a health
maintenance organization may apply to participate in providing
health care services or medical care under the terms and conditions
established by the HMO for the provision of such services.

SECTION 11A.05. Provides that this article takes effect January 1,
1992. Makes application of this act prospective.

ARTICLE 12. REPEALER

SECTION 12.01. Repealer. Lists laws repealed by this bill.
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ARTICLE 13. TRANSITION PROVISIONS; EFFECTIVE DATE; EMERGENCY

SECTION 1:.01. Provides that change in name of the agency does not
affect or impair actions taken prior to the change in title desig-
nations mede by this Act.

SECTION 13.02. Entitles a person serving on the State Board of In-
surance on the effective date of this Act to serve out hlS or her
term unless otherwise removed.

SECTION 13.03. (a) Provides that Article 21.07-7, Insurance Code,
takes effect September 1, 1991. Provides for an exception.

(b) Provides that a person is not required to be licensed as a
broker or manager under Article 21.07-7, Insurance Code, until
January 1, 1992,

(c) Prohibits an insurer or reinsurer from continuing to wuse
the services of a reinsurance intermediary on or after January
1, 1992, except in compliance with this Act.

SECTION 13.04. (a) Renames the division of consumer protection of
the State Boward of Insurance as the office of public insurance
counsel. Provides that any reference in the law to that division
means the office of public insurance counsel.

(b) Rerames the division of consumer protection account in the
state treasury as the office of public insurance counsel ac-
count.

SECTION 13.05. Provides for the prospective application of Article
5 of this Ac.. '

SECTION 13.0¢. Provides for the prospective application of Article
1.06C, Insurence Code.

SECTION 13.07. Provides for the prospective application of Article
4 of this Act.

SECTION 13.08. Provides that changes to the application of Article
6252-13a, V.?.C.S. and to the participation of State Board of In-
surance staff members in rate proceedings apply to rate proceedings
before the boird commenced on or after January 1, 1992.

SECTION 13.09., Provides for the prospective appllcatlon of Arti-
cles 21.55 and 21. 56 Insurance Code.

SECTION 13.10. Requires a policy filed on or after July 1, 1992,
to be in plain language.

SECTION 13.11. (a) Provides for prospective application of Article
21.58, Insurance Code, and the amendments made to Article 21.21,
Insurance Code. '

(b) Provides for prospective application of the amendments
made to Articles 1.10 and 1.10A, Insurance Code.

SECTION 13.12. Provides for the application of Article 1.10C, 1In-
surance Code. . Requires the board to adopt rules required under
that article by January 1, 1992.

SECTION 13.13. Provides for the prospective application of Section
2a, Article 667ta-1 et seq., V.T.C.S.

SECTION 13.14., Provides for the prospective application of Section
1B(b), Article 6701h, V.T.C.S.

SECTION 13.15. Requires the toll-free telephone number required
under Article ..35D, Insurance Code, to be established by January
1, 1992.

SECTION 13.16. Frovides requirements regarding flllng of the au-
dited financial report under Article 1.15A, Insurance Code.
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SECTION 13;17. Provides for the prospective application of Section
15, Article 21.28-C, V.T.C.S., and Section 11.05 to Section 19(1),
Article 21.28-D, V.T.C.S., after January 1, 1992,

SECTION 13.18. Requires appropriate members of advisory bodies or
members ¢f entities subject to Article 9 to be elected or appointed
by October 1, 1991.

SECTION 13.19. Provides for application of the limitation in Sec-
tion 12(b), Article 1.15A, Insurance Code, on or after September 1,
1993,

SECTION 13.20. Amends Article 21.49-2D, Insurance Code, to provide
that the article does not. require an insurer doing business in this
state on the effective date of this Act, to offer a line or classi-
fication of insurance within a line of insurance that the insurer
was not offering immediately before the effective date of this Act.

SECTION 13.21. Makes application of the change in law made by this
Act to Section 1, Article 7.19-1, Insurance Code, and to Section A,
Article 5150, V.T.C.S., prospective.

SECTION 13,22, Makes application of Article 21.79E, Insurance
Code, as acded by this Act, prospective.

SECTION 13.23., Makes application of Article 24.15, Insurance Code,
as amended by this Act, prospective.

SECTION 13.24. Makes application of Article 21.49, Insurance Code,
as amended oy this Act, prospective.

SECTION 13.25. Makes application of Section 8D, Article 21.49, In-
surance Code, as added by this Act, prospective.

SECTION 13.26. Makes application of Sections 9 and 92, Article
21.49, Insurance Code, as amended by this Act, prospective.

SECTION 13.27. Entitles a person who is serving on the board of
directors oI the Texas Catastrophe Property Insurance Association
on the effective date of this Act to continue to serve until the
expiration «f that person's terms unless otherwise removed. Re-
quires the bcard, in filling vacancies on the board of directors of
the Texas Catastrophe Property Insurance Association that occur af-
ter September 1, 1991, to appoint a member of the general public to
fill the first vacancy and a local recording agent to fill the sec-
ond vacancy. Requires the succeeding vacancies to be filled by the
board in a manner that restructures the board of directors in com-
-pliance with the requirements of Section 5(g), Article 21.49, In-
surance Code, as amended by this Act.

SECTION 13.28. Makes application of Section 8E, Article 21.49, In-
surance Code, as added by this Act, and Section 8, Article 21.49,
Insurance Code, as amended by this Act, prospective.

SECTION 13.29, Amends Section 10, Chapter 273, Acts of the 71st
- Legislature, Regular Session, 1989, as follows: '

Sec. 10. Authorizes a farm mutual that was engaged in the
business ¢f insuring commercial or private passenger motor ve-
hicles or January 1, 1989, to continue to insure motor vehi-
cles until January 1, 1996. Requires this authorization to
terminate immediately if there is a change of control of the
company as defined in Article 21.49-1, Insurance Code. Au-
thorizes a farm mutual that on January 1, 1989, was operated
under, or controlled by a plan or method other than that pro-
vided in fection (c¢) or Section (d) of Article 16.01, to con-
tinue under such plan of operation or method of control, as
the case may be. Requires the farm mutual to be required to
comply with Sections (c) and (d) of Article 16.01, and all
other provisions of Chapter 16, Insurance Code, including Sec-
tion (g) of Article 16.08, on or before January 1, 1996, or
immediately on any change of control as defined in Article
21.49-1, Insurance Code.
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SECTION 13.30. (a) Effective date: September 1, 1991, except as
provided by Subsection (b) of this section.

(b) Provides that Section 11.37 takes effect immediately.

(c) Requires Article 18.23A, Insurance Code, to not apply to
policies issued or renewed before September 1, 1992,

SECTION 13.31. Requires Article 21.49-2C to not appiy to carriers
who have commenced withdrawal from one or more lines of insurance
in this state prior to January 1, 1991.

SECTION 13.32. Requires the provisions of S.B. 1, 7lst Legisla-
ture, Second Called Session, to govern if the provisions of ARTICLE
2 or SECTION 11.03 of this Act conflict with its provisions.

SECTION 13.33, Effective date, Sections 1, 2, and 3, Article
21.52, Insurance Code: September 1, 1991. Makes application pro-
spective.

SECTION 13.34. Provides for the terms of members of the Group In-
surance Advisory Committee.

SECTION 13.35. Provides the effective date for coverage of employ-
ees of an institution of higher education.

SECTION 13.36. Emergency clause.
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